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Why Are We Prosperous? 


By THOMAS NIXON CARVER 


Professor of Political Economy, Harvard University 


Because Our Ideals Are Not Materialistic. 


Productive Achieve- 


ment More Desirable than Passive Consumption. Fallacy of Our 
Supposed Greed for Dollars Shown by Attitude of Typical 
American Toward Dollars After He Has Accumulated Them. 


NE of the greatest economic puz- 
zles in the world today is the 
amazing prosperity of the people 
of the United States. To some 
it is unbelievable that such prosperity can 
exist in a world where there is so much 
general unemployment and poverty. In an 
earlier and more credulous age, resentment 
toward such success would express itself in 
the proposition that we must be in league 
with the devil. The present age has to find 
a substitute for the devil, and those who 
resent our prosperity are likely to ascribe it 
to some other form of necromancy. The 
enlightened economic world, however, real- 
izes that prosperity is sometimes earned; 
that one man may grow rich, not through 
the impoverishment but through the enrich- 
ment of his fellow men, and that a nation 
may~ prosper, not by subtracting from but 
by adding to the wealth of other nations. 
A somewhat less extreme but equally mis- 
taken formula for our prosperity is that we 
are pursuing materialistic ideals and losing 
our souls in the process. Materialistic ideals, 
however, seldom bring such prosperity as 
this. A somewhat sounder thesis would be 
that we are prospering precisely because 
our ideals are not materialistic, that all these 
things are being added unto us because we 
are seeking first the sound principles of 
justice and the sound ideals of individual 
behavior, which are of the very essence of 
the Kingdom of God, and that no nation 
could help prospering if it -pursued these 
Principles and ideals wholeheartedly. 


Makes Latent Energy Kinetic 


HATEVER our purposes as individ- 
uals may be, one of our great national 
Purposes has been to give every man a fair 


E of the greatest eco- 

nomic puszles in the 
world today is the amazing 
prosperity of America. 

What has produced it? 
What keeps it going? How 
long will it last? 

An understanding of the 
causes of our prosperity 
should help us to retain and 
even add to it. 

In this article Professor 
Carver of Harvard declares 
that we are prosperous not 
because we are dollar chas- 
ers but because we are pur- 
suing ideals. “Whenever,” 
he says, “any other country 
begins to lead us in sound 
ideals it will also lead us in 
prosperity.” 
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chance, to free him from all handicaps, and 
to provide for everyone an open road to 
talent. This in itself results in a great re- 
lease of human energy. When “the powers 
that be” serve notice upon every individual 
that his success in any field of useful en- 
deavor is limited only by his own ability, 
industry and wisdom, that if he possesses 
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these three qualities in high degree and ex- 
ercises them strenuously, whatever his ori- 
gin or antecedents, he may rise to the high- 
est positions in government, business or so- 
cial life, and that he may fall to the lowest 
depths if he wastes these talents—this in 
itself is the most powerful system of moti- 
vation the world has ever discovered. It 
makes kinetic the latent energy of the peo- 
ple and directs that energy into productive 
channels. With our democratic ideals we 
have gone a little further than any other 
country has yet gone in this direction, and 
that is one of the powerful factors in the 
creation of this amazing prosperity of ours. 


Must Work to Live 


OT only have we succeeded better than 

other countries in removing political 
and social handicaps from individual effort; 
we have done something rather positive in 
providing opportunities for self-development 
in the form of a system of popular and uni- 
versal education. We have not done much 
at public expense to enable people to live 
without work. There is this important dif- 
ference between an educational system and 
a system of unemployment doles or of soup 
houses; you cannot profit by an educational 
system unless you work hard, whereas soup 
houses are a means whereby you can profit 
without working at all. The one stimulates 
and releases human energy; the other per- 
mits it to remain latent and unproductive. 
In this respect they are at opposite poles. 
Our general policy is designed to stimulate 
productive action, to appeal to the spirit of 
strenuosity rather than to appeal to the de- 
sire for sensual indulgence. Ours is a 
spiritual appeal rather than a materialistic 
appeal. 
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By placing within the reach of everyone 
who grows up in this country opportunities 
for self-discipline and self-development, we 
have tended to increase the productive power 
of each individual, to make him more ener- 
getic and to direct his energy into service- 
able channels. When an individual, for any 
reason, remains in or crowds into an occu- 
pation that is already overmanned, he is not 
worth much to the country. Anything which 
enables him to avoid an occupation where 
the individual is not worth much and to 
enter an occupation where he is worth more, 
adds not only to his prosperity, but makes 
him a more productive citizen, and he there- 
fore adds more to the prosperity of the 
whole nation while achieving a greater pros- 
perity for himself. 


The Ideal of Productive 
Achievement 


ORE important even than freedom in 

combination with opportunities for 
self-development is that ideal which, though 
not universal, is the dominant ideal in 
American life, namely, that productive 
achievement is more desirable than passive 
consumption. If our ideals were really ma- 
terialistic, we should care more for a full 
belly or luxurious consumption than for 
opportunities for strenuous activity or pro- 
ductive achievement. A people whose ideals 
are of the former sort can never enjoy a 
prosperity equal to that of those whose ideals 
are of the latter sort. In other words, they 
who follow the pig-trough philosophy of life 
can never enjoy the prosperity of those who 
follow the work-bench philosophy of life. 
Any population in which the pig-trough phi- 
losophy of life dominates will possess the 
manners and morals of the pig trough. Any 
population which is dominated by the work- 
bench philosophy of life will have a supe- 
rior system of morals and manners. By 
seeking first the release of human energy 
and by directing that energy into service- 
able channels, all desirable material goods 
come as a matter of course. 

The redirection of human energy into ser- 
viceable channels is of equal importance with 
its release. The greatest of all teachers laid 
down the simple rule, “He that would be 
great among you, let him be your servant.” 
Like every great and simple rule, this is 
constantly perverted. Some have interpreted 
it to mean that the desire for greatness was 
to be penalized by inflicting servitude as a 
punishment. A much more constructive in- 
terpretation is something like this: He who 
has an ambition to be great or successful 
in any field of human endeavor is not to 
be repressed, but encouraged; but the con- 
dition of his success must be clearly stated; 
he must earn his greatness or success by 
doing something useful—which is to be a 
servant. I submit, without fear of success- 
ful contradiction, that any society that can 
make this rule and get it generally adopted 
will necessarily be prosperous. Let it ap- 
prove as heartily as did the Founder of 
Christianity the desire for greatness or suc- 
cess. Let it encourage everyone to try to 
be as successful as he can, but let it lay 
down the one simple condition that he must 
earn his success by doing something use- 
ful, then the more intense the desire for 


success becomes the more intensely will 
every individual strive to do useful things. 


The Corner Stone of National 
Prosperity 


Wer everybody is strenuously and 
intelligently trying to do useful things, 
everybody is prosperous. When everybody 
goes about doing good, a vast amount of 
good is done. But doing good means doing 
a great variety of things, not only teach- 
ing and healing, but growing corn and hogs, 
making shoes and pictures, etc., etc. That 
is as simple and incontrovertible as the 
multiplication table. When every ounce of 
human energy is devoted to something use- 
ful, there will be a vast amount of use- 
fulness or a vast quantity of useful things. 
Here we have the very cornerstone of all 
national prosperity. It will take a person 
of a good deal of nerve to assert that He 
who laid down this simple rule was en- 
couraging the pursuit of material aims. He 
was laying the corner stone of the King- 
dom of God, and in the statement that, 
if this is earnestly sought, all other things 
come as a matter of course, he was stat- 
ing what comes very close to being a self- 
evident truth. 

But, in order to do good, it is not neces- 
sary that one should be moved exclusively 
by benevolent motives. It is only necessary 
that he should be willing to give good ser- 
vice or good measure in return for what 
he gets. A certain amount of preference for 
self and those who are near to oneself is 
quite compatible with this standard. This 
is recognized in the rule already quoted: 
“He that would be great among you, let 
him be your servant.” The desire to be 
great or successful is a somewhat self-cen- 
tered desire; it implies a reasonable amount 
of ambition, of striving for personal suc- 
cess. It does not insist upon the desire to 
serve to the exclusion of all other desires. 
It merely requires the willingness to serve 
as the condition of satisfying the desire 
for success, the willingness to stake one’s 
own success upon one’s ability to contrib- 
ute to the success of others. Wherever this 
general willingness exists you have all the 
conditions for a great and successful society. 

Moreover, this rule embodies the only 
sound ideal of justice that has ever been 
enunciated. Some mistake charity for jus- 
tice, and this leads to much muddy think- 
ing. Charity has its place in the world, 
so does justice, but they are not to be con- 
fused. If we are thinking of justice, we 
shall find that this rule sets forth the high- 
est ideal that has ever been put into words. 

It is the gospel of strength. It appeals 
to the best that is in people. There is noth- 
ing in it of the cult of incompetence and 
self-pity. It appeals to all the constructive 
elements in human nature, and not the weak 
or vicious elements. It makes human nature 
dynamic, which is the highest form of 
spirituality. That type of religion which 
teaches a passive indulgence in mere re- 
ligious feeling is at best only a form of 
spiritual self-indulgence, which is not much 
better than physical self-indulgence. To 
enjoy religion without regard to action or 
achievement is little better than to merely 
enjoy anything else for its own sake, with- 
out regard to its function in life. To seek 
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passive enjoyment without regard to its 
purpose is perversion. 


Our Ability to Pay High 
Wages 


HAT our ideals in this country are not 

materialistic is evidenced by a number 
of other facts; among these may be men- 
tioned the fact that our great men do not 
retire from activity in order to consume 
what they have previously accumulated. 
That was the mistake made by a certain 
man who, having built his barns larger and 
filled them, decided to retire from business 
and take his ease—to “eat, drink and be 
merry” for the rest of his life. That, it 
will be remembered, was where he lost his 
soul. 

Suppose, for example, that every really 
great surgeon whose earnings were very 
large should retire from active work as 
soon as he was financially able to do so. 
The greater the surgeon, the earlier he 
would be able to retire from business. The 
earlier he retired, the greater would be the 
social loss, because of the greater number 
of his really productive years that would 
go to waste. Only the inferior surgeons, 
who could never accumulate enough on 
which to retire, would remain active, and 
the world would Shave much poorer surgery 
than it now has. Or suppose that every 
great captain of industry should retire from 
business as soon as he were financially able 
to do so. The greater his ability the sooner 
he would retire. This would leave industry 
under the management of second and third- 
rate men, who would be unable to retire. 
When industry is under the management of 
second and third-rate men, we shall have 
only second and third-rate industries. Sec- 
ond and third-rate industries are industries 
that are poorly managed, in which the prod- 
uct per worker is low, and when the prod- 
uct per worker is low, wages must of physi- 
cal necessity be low also. It is only where 
we have first-rate industries, managed by 
first-rate men, that the produce per worker 
is high enough to make it possible to pay 
high wages. Show me any country in which 
it is the general practice for every capable 
industrial leader to retire as soon as he 
can, and I will, without the slightest doubt 
or hesitation, show you a country that does 
not now and never can pay high wages to 
its workers. That is as simple and indubita- 
ble as the multiplication table. Because in 
this country we have, to some considerable 
degree, cherished the ideal of action rather 
than of consumption; we have managed to 
keep first-rate men active in various lines 
of business as well as in the learned profes- 
sions, and this, more than anything else, 
explains why we are able to pay the high 
wages we do. 


The Supposed Greed for 
Dollars 


GAIN, as to our supposed greed for 
dollars: that is also a mistake, as evi- 
denced by the attitude of the typical Ameri- 
can toward his dollars after he has accumu- 
lated them. He shows how little he cares 
for them either by wasting them (if he is 
a waster) or by putting them to some con- 
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structive work, if he is of a constructive 
mind. I grant that we are poor consumers. 
We have never devoted much attention to 
the art of graceful consumption or elegant 
leisure, and it is to be hoped that we never 
shall. When rich men turn their chief at- 
tention to such things rather than to con- 
structive enterprise, constructive enterprises 
lag, the product per worker falls, and wages 
must necessarily fall. When capable men 
forget about consumption, or regard it 
mainly as a means of maintaining and re- 
newing their energies, devoting those ener- 
gies to constructive work, industry advances 
rapidly. Legitimate or necessary wants are 
abundantly supplied; even simple luxuries 
abound for the masses rather than for the 
few that are rich. 

One of the most striking things about 
our rich men in this country, especially those 
who have grown rich in our generation, is 
that most.of them have grown rich not by 
catering to the nobility, not by government 
concessions, not by monopolizing the necessi- 
ties of life, but by producing cheap luxuries 
for masses of people. Conspicuous fortunes 
are made in chewing gun, soft drinks, safety 
razors, moderate-priced cameras, moving 
pictures, and low-priced automobiles. With 
the exception of chewing gum and soft 
drinks, all these luxuries appeal to strenu- 
osity rather than to passivity. This is not be- 
cause our great enterprisers have been phi- 
lanthropically minded, but because, under 
the normal working of our institutions and 
our ideals, the great reservoirs of purchas- 
ing power are in the pockets of the masses 
rather than in those of the rich few. This 
has proved to be a greater field for produc- 
tive enterprise—to try to tap that great 
reservoir of purchasing power that is found 
in the pockets of the masses—than to cater 
to the rich and fastidious. 


The Fair Chance Ideal 


i ges is a principle that grows by what 
it feeds on. The more we cherish the 
ideal of a fair chance for all, and the more 
strenuous our capable men become, the more 
money there will be in the pockets of the 
masses. The more money there is in the 
pockets of the masses, the more this in turn 
stimulates capable men to further activity 
in the same direction. It is a sort of circle, 
but by no means a vicious circle. It prom- 
ises better and better things for the future. 

If the individual who has accumulated a 
fund of wealth is not a waster, he is pretty 
certain to reinvest it rather than to sit down 
and consume it. He may reinvest it in his 
own business if he concludes that that busi- 
ness will stand expansion, or in some other 
business if he thinks that will stand ex- 
pansion still more; but in a great number 
of cases also he reinvests it in opportuni- 
ties for self-development on the part of 
the masses of the people. Our. rich men 
are not much given to that form of phi- 
lanthropy which provides people with the 
means of living without work. They are 
more given to providing opportunities for 
self-development, which require the individ- 
ual to work hard if he expects to get any 
benefit from them. His appeal is to the 
free spirit of man that desires action rather 
than to the animal nature that desires a 
full belly and repose. That is why they 
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endow libraries and educational institutions 
rather than almshouses. 

Now I do not mean to imply that we 
have gone a great way in any of these di- 
rections. There is a long road ahead of us 
yet before we reach the goal of economic 
progress. The point is that we have gone 
a little way—perhaps a very little way— 
further in these directions than other coun- 
tries. A little difference of this kind makes 
a vast difference in the economic results 
achieved. The possibilities ahead are almost 
infinite if we remember that prosperity, like 
happiness, comes not from seeking it direct- 
ly, but comes as a by-product of the pur- 
suit of sound ideals. 


When Other Countries Will 
Lead Us 


F course the principles of economics 

are universal. No country can mo- 
nopolize any of them. But while this is 
true, only a fool would imagine that one 
country could not lead others in the appli- 
cation of these principles to its own prob- 
lems. Whenever any other country begins 
to lead us in the pursuit of sound ideals, 
it will also lead us in prosperity, but its 
increasing prosperity will not impoverish 
us. It will tend to enrich us if we con- 
tinue to cultivate the productive virtues 
among ourselves. It could only impoverish 
us if we developed a rancorous spirit, or if, 
instead of being stimulated by its example, 
we began to lie down on the job and ex- 
pect the other country to divide its pros- 
perity with us. 

Again, there has been a more active and 
prolonged promotion of sobriety in this 
country than in any other country in the 
north temperate zone. We may disagree as 
to the wisdom of this or that method of 
promoting sobriety, but there is very little 
difference of opinion as to the effect of 
drunkenness on individual and national pros- 
perity. In our interlocking civilization, with 
its minute specialization, we are becoming 
more and more dependent upon one another. 
This raises dependability to the rank of one 
of the primary virtues. Next to lying and 
stealing, nothing so effectively destroys de- 
pendability as drunkenness. Whatever de- 
stroys dependability destroys one of the very 
foundations of national prosperity. 

Again, there cannot be much difference 
of opinion as to the efforts that have been 
made in this country, from the days of 
Benjamin Rush and Benjamin Franklin 
down to the days of Andrew Volstead and 
Wayne B. Wheeler, to fight drunkenness. 
The only possible disagreement is as to the 
wisdom of the methods used or the success 
attained. However, I will undertake to show 
the doubter more drunken men and women 
in one hour at certain spots in London, 
Edinburgh or Glasgow than he can show 
me in an equal period in any city in the 
United States. 

Now the pursuit of sobriety can hardly 
be called a pursuit of materialistic gains, 
nor can devotion to alcoholic drinks be called 
devotion to spiritual ideals. I, at least, do 
not want any person whose body smells of 
the evidences of animal indulgence to preach 
to me about devotion to the higher things 
of life. 

The fight against alcoholism is the only 


great reform of the present day that is car- 
ried on by people who have nothing per- 
sonal to gain from it. The only people who 
should, from their own personal standpoint, 
be interested in it—that is, those who are 
addicted to drink—are almost unanimously 
fighting on the side of drink rather than 
against it. Nothing except a general in- 
terest in the public good is adequately moti- 
vating the fight against drink. This is not 
exactly a materialistic end or aim. 


How Long Will Our Prosperity 
Last? 


long will our amazing prosperity 
last? To some it seems so unexplain- 
able as to be abnormal. No one can say 
exactly how long it will last. It is safe to 
say, however, that it will last as long as we 
succeed in releasing human energy and ap- 
plying it to useful purposes, so long as men 
of high capacity in large numbers concén- 
trate their energy on industrial problems, 
refusing to be bribed into inaction by their 
own riches, preferring rather to reinvest 
their accumulating riches in productive in- 
dustries; so long as we continue to thin out 
the workers in the overcrowded occupations 
by enabling them to enter those in which 
workers are scarce and much needed; so 
long as we prevent the congestion of manual 
trades by wholesale importations of cheap 
labor, and so long as we continue te reduce 
the sum total of incapacity from drunken- 
ness. 


Membership Dues 


Or Sept. 1, the beginning of the Ameri- 
can Bankers Association’s fiscal year, 
certificate-drafts for membership dues for 
the year ending Aug. 31, 1927, were sent 
to all members of the Association. It is 
gratifying to note that a very large per- 
centage of members have remitted, thus in- 
dicating their loyalty and a desire to co- 
operate in the great work that is being 
carried on in the interest of the banking 
fraternity. The membership is approxi- 
mately 22,000, or 75 per cent of all banks. 
There is a large amount of work in the col- 
lection of dues, and it is the desire of the 
officials that the collection be completed at 
an early date, thus eliminating unnecessary 
correspondence and delay. 

Under the by-laws, dues are payable in 
advance on Sept. 1, and the constitution 
provides that non-payment within thirty 
days after they are due shall result in the 
forfeiture of all privileges of membership 
until payment thereof, and failure to pay 
such dues within three months after they are 
due shall result in forfeiture of member- 
ship. Those who have not remitted are re- 
quested to do so promptly. If the certificate- 
draft has been misplaced, the schedule of 
membership dues will be found on page 66 
of the August, 1926, issue of the AMERICAN 
BANKERS ASSOCIATION JOURNAL, and checks 
may be mailed accordingly. 

REMITTANCES SHOULD BE MADE 
IN NEW YORK FUNDS DIRECT TO 
OUR DEPOSITORY, THE AMERICAN 
EXCHANGE-PACIFIC NATIONAL 
BANK, NEW YORK CITY, AND 
CHECKS MADE PAYABLE TO THE 
ORDER OF THAT INSTITUTION. 
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Our 11,000 American Millionaires 


By JOSEPH S. MCCOY 


Government Actuary, United States Treasury Department 


Income Tax Returns Indicate That the United States Has Eleven 


Thousand Entitled to Be Called Millionaires. Individual Big 
Business Is Practically Obsolete. The Country Has Its First 


HE individual wealth of our most 

prosperous citizens has always been 

a subject of tremendous importance 

to the rest of us. This is so now 
and it has always been so. In the most re- 
mote ages we have the story of such great 
wealth that the possessor was able to en- 
case himself in solid gold—with fatal effect. 
Notice the moral attached to all these old 
tales of wealth. King Midas “blessed” with 
the golden touch. King Croesus, whose fame 
reaches even to the present time. Fate 
despoiled him of his enormous wealth and 
made him a slave. The modern moral is 
contained in the aphorism that it is only 
“three generations from shirt sleeves to 
shirt sleeves.” Despite all this, however, 
how many of us would willfully abandon 
the path to wealth? 

A hundred years ago millionaires were 
very scarce, especially in this country. Then 
it was practically impossible to ascertain 
with any certainty the wealth of anyone. 
If the most of a person’s wealth was in the 
form of taxable property, a fair guess could 
sometimes be made, although then methods 
of taxation were somewhat crude. The fact 
now is that the tax gatherer is a terrible 
fellow, not only because he takes our money, 
but, because, to do so, he must know more 
or less about our private business. It re- 
mained until a uniform Federal income-tax 
law was enacted before there was any check 
upon the wealth of our prosperous people. 


The Amazingly Wealthy 


T is true that the returns made for in- 

come tax are not made public, but the 
number of returns in the several income 
brackets are published annually by the Bu- 
reau of Internal Revenue. From these re- 
turns we can easily ascertain the number 
of individuals in each state who have net 
incomes within certain limits. For example, 
the latest preliminary figures made public 
by the Bureau of Internal Revenue indicate 
that the net incomes of seventy-four indi- 
viduals in the United States for the calen- 
dar year 1924 were in excess of $1,000,000. 
Of course this does not mean that there 
were only seventy-four millionaires in the 
entire United States. It does show, how- 
ever, that seventy-four individuals actually 
made returns for income tax whose net in- 
come was individually acknowledged to be 
in excess of $1,000,000. 

This means that their entire income, less 
all allowable deductions, such, among others, 
as prior year losses, bad debts, interest on 
debts, taxes paid, depreciation, and business 
expenses was in excess of $1,000,000 each. 


Billionaire. War Created Maximum Number of Huge Fortunes. 


Vastly Wealthy 


MILLIONAIRE un this 
country not many years 

ago was a rarity. Today, 
according to the estimate 
made by Joseph S. McCoy, 
the Treasury's expert, there 
are 11,000. This means 


that one person out of every 
10,450 Americans has accu- 
mulated a fortune of a mil- 


lion dollars. It is safe to 
say, Mr. McCoy adds, that 
the nation now has its first 
billionaire and the guess is 
that he is a citizen of New 
York. Every state in the 
Union, except one, has a 
representative in this glit- 
tering galaxy. 


The total net income of these seventy- 
four individuals was returned at $154,852,- 
709, an average of something over $2,000,000 
each. 

Of these individuals, about one-half, or 
thirty-six, had incomes not in excess of 
$1,500,000. 

Those with incomes in excess of this 
amount, but not in excess of $2,000,000, 
numbered thirteen. 

With incomes of over $2,000,000, but not 
over $3,000,000, there were fifteen persons. 

There were four with incomes between 
$3,000,000 and $4,000,000. 

There were three with incomes between 
$4,000,000 and $5,000,000, while three indi- 
viduals returned incomes in excess of 
$5,000,000. These three returned a total 
income of $27,955,319, an average of over 
$9,318,000. 

The source of the income of these seventy- 
four persons with million-dollar incomes 
may be worth noting. It was as follows: 


Received as wages, fees or salaries.. $ 4,023,484 


Earned in individual business........ 1,249,700 
Profits from partnerships............ 9,245,689 
Profits from current sales of real es- 

tate, stocks, bonds and other prop- 

2,951,746 


Profits from sales of capital assets... 50,110,436 
Rents and royalties received........ 4,602,434 
Interest from investments........... 11,124,379 
Interest on government bonds (tax- 
Receipts from dividends..........0+. 102,668,615 
Receipts from fiduciary sources...... 2,497,644 
General deductions ..... $20,991,489 
Contributions, not taxable. 13,307,615 
34,299,104 


A study of these statistics of our wealthi- 
est men is very illuminating. 


Individual Big Business Passing 


NE surprising thing becomes very clear. 

That is, that individual big business is 
practically obsolete. Out of a total income 
of over $189,000,000, less than a million and 
a quarter is earned in individual business, 
while about nine and a quarter millions is 
earned in partnership business. 

The fact is that corporate business pos- 
sesses so many advantages as to discourage 
large individual business. 

The profits from the sales of property 
held for less than two years, including both 
real and personal, amounted to less than 
$3,000,000. The profits from the sale of 
capital assets, however—those held for over 
two years—amounted to over $50,000,000. 
This is to be expected. The receipts from 
investments other than corporate, but in- 
cluding rents, amounted to over $15,000,000. 

The fact that much over half of the en- 
tire net income of our millionaire income 
class is derived from corporations is worthy 
of note. Over $102,660,000 was thus re- 
ceived as dividends from corporations. This 
means that our wealthiest men are deeply 
interested in corporate business, both per- 
sonally and financially. 

There is one thing that may seem a trifle 
odd to the casual observer, and that is that 
these seventy-four individuals earned on an 
average over $54,000 apiece that year by 
their personal services. The fact is very 
evident that, in order to be included among 
our pecuniarily most prosperous, a man must 
possess financial ability of the highest order. 
Again, their enormous receipts from divi- 
dends indicate ownership of large amounts 
of corporate stock. Directors’ fees, how- 
ever, could account for comparatively little 
of this salary, so it must be that many of 
these seventy-four are leading officials of 
our largest corporations, and are in receipt 
of princely amounts as compensation for 
their invaluable services. It is evident, there- 
fore, that our most wealthy people with 
incomes in excess of a million a year are 

(Continued on page 179) 
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Trust Work in National Banks 


By E. E. MOUNTJOY 


Deputy Manager, American Bankers Association, National Bank Division 


Approximately 1100 Banks Out of the 2111, Which Have Been 
Authorized to Open Trust Departments, Are Performing Trust 


Work in Some Degree. Personal Trust Work Makes Greatest 


Headway. 


HE determination of Congress to 
authorize national banks to engage 
in trust work marked an epoch in 
fiduciary history. The grant of the 

authority was the expression of the judg- 

ment of that body that through such banks 

a very desirable service could be made more 

generally available; that the numerous ad- 

vantages inherent in the corporate fiduciary 
could be carried even to communities not 
served theretofore. 

Developments since that time, including 
the character of the use made of the powers 
thus bestowed attest the correctness of that 
judgment and show the favorable public re- 
action to that innovation. Even a cursory 
study of what has already been accomplished 
reveals something of the future trend of 
trust work, and in the mind of each ob- 
server establishes the national bank as a 
permanent and important factor in that field. 

In each of the years immediately follow- 
ing the enactment of the Federal Reserve 
law a number of national banks were given 
permission to install trust departments. 
However, it was not until after the pas- 
sage of the 1918 amendment to Section 11 k 
of that law, broadening it sufficiently to en- 
able national banks to offer to their clients 
a full measure of trust services, that they 
began to display a general interest in their 
newly acquired power. In the following 
year there were issued more authorizations 
than in any other twelve months’ period. 
The total number of them up to Aug. 1, 
1926, was 2111. 

That number, however, and the banks rep- 
resented thereby, are not the key to the vol- 
ume of trust work being performed, and 
neither do they depict accurately the geo- 
graphical locations of the active depart- 
ments, for not all banks empowered to do 
trust work are so engaged. Many of them, 
not prepared to install trust departments 
immediately, but expecting to do so at some 
future time, apply for the authority and hold 
it in reserve until its exercise is deemed 
desirable. 

To learn something more definite about 
the performance of trust work by national 
banks, an inquiry was directed to all of them 
to which powers have been granted. The 
returns are interesting and merit some study. 


1100 Active Departments 


F the 2111 banks authorized to do trust 
work, approximately 1100 are perform- 
ing it in some degree. They are found in 
all but two states, Rhode Island and Nevada, 
and in places large and small. Though 


slightly more than 50 per cent of them are 


Few Departments Are Experiencing Difficulties. 


' Nationals’ Progress 


EARLY one national 
bank in every seven is 
now operating a trust de- 
partment, where some form 
of trust service ts being per- 
formed. A study reveals 


that 2111 national banks 
have obtained the right to 
exercise these powers but 
only 1100 are actively en- 
gaged in the business. Per- 
sonal trust work engages 
the attention of the greater 
number of these depart- 
ments. The most widely 
availed services are: Execu- 
tor and- Administrator, 
Trustee and Guardianship. 


reported to be functioning in cities and 
towns of fewer than 25,000 inhabitants, it 
is obvious that the greater amount of trust 
work is done in the larger population cen- 
ters. 

The size of the cities, however, while an 
important factor, is hardly the dominant one. 
The volume of trust work done in the 
larger places seems to be governed more by 
their industrial character, and, too, it must 
be remembered that industry builds popu- 
lation centers. Trust work and industry 
bear to each other a rather striking ratio, 
and were we measuring the total fiduciary 
work done by all classes of banking institu- 
tions, instead of that of national banks 
alone, the relation would be found to be 
even more clearly established. 

The location of the active trust depart- 
ments in the several geographical groups of 
states is as follows: New England, 101; 
Eastern, 368; Southern, 201; Middle West- 
ern, 302; Western, 72, and Pacific, 60. In 
the eastern group, comprising five states 
and the District of Columbia, but having in 
it New York and Pennsylvania, which lead 
in industry and also in population, the larg- 
est number of departments are found. The 
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next high number, 302, are located in the 
middle western states. There are eight 
states in this group. They rank high in 
population and also practically all of them 
are found in the list of the first ten states 
rated industrially. The thirteen southern 
states are the next group, and they are 
denominated industrial and agricultural. 
Pennsylvania leads all other states with 150 
departments. It is second in industry and 
also in population, and it has the largest 
number of national banks, 868. New York, 
first in industry and also in population, but 
third in the total of national banks, is sec- 
ond in the number of trust departments. 


Size of Cities 

_ desirability of ministering to the 

needs of their communities in this addi- 
tional capacity, and thus rounding out the 
quota of financial services they have to offer, 
has appealed to banks in towns and cities 
of all sizes. A study of the census figures 
shows that in the smaller towns and cities 
there are more trust departments per unit 
of population than in the larger centers. 
Thus, in the places with fewer than 25,000 
inhabitants there is one national bank trust 
department to each 37,000 people. In cities 
having between 25,000 and 50,000 population 
there is one department to each 44,000 in- 
habitants, and in the cities larger than 50,000, 
but under 100,000, one department is re- 
ported to each 61,000 people. The reason 
assigned for these ratios can be only that in 
the larger cities the departments are more 
extensive, serving greater numbers of clients 
in more different capacities. 

In the smaller places usually the trust 
work is performed by officers and employees 
engaged also with other duties. In no other 
way could trust departments be maintained 
in some of the less populous communities, 
for the volume of business frequently is not 
sufficient to justify the employment of per- 
sons in that work to the exclusion of all 
other forms. In many instances that prac- 
tice has wrought notably satisfactory re- 
sults. It is the experience of all trust de- 
partments, though, that as rapidly as possi- 
ble the duties of commercial bank manage- 
ment should be divorced from those of a 
fiduciary character. Trust work is intri- 
cate and technical, and those supervising it 
should be specialists in that field. 

Whether or not the officers in charge of 
a department devote their entire time to 
it, they should consult freely with coun- 
sel. Trust work is governed throughout by 
law, and adequate legal guidance is one of 
the first essential requirements. By most 
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departments it is recognized as a distinct aid 
as well as a necessary safeguard, and it 
should be looked upon by all of them as 
indispensable. 

Personal trust work, as distinguished 
from corporate trust work, engages the 
attention of the greater number of banks. 
It is that character of work which usually 
is the first to come into the departments, 
and in many of them it is the only kind 
desired. It covers a broad scope, it is varied 
in its nature, and it includes probate work 
which bulks large in the total of adminis- 
trations. It is the capacity in which trust 
departments are called upon to ‘act most fre- 
quently. The reports show that 479 national 
banks have exercised their powers of exec- 
utor and administrator more often than any 
others. Trusteeships, too, are generally 
popular, and in 300 banks have been found 
to claim more attention than any other class 
of work. Guardianships are the third in 
the number of assignments. 

Corporate trust work is created by agen- 
cies more often identified with the larger 
cities and industrial centers, and, obviously, 
it is found there in greater abundance. 
From only one state, in which trust depart- 
ments are conducted—Arizona—is there no 
corporate trust work reported, though in 
each of several other states fewer than five 
banks are engaged in it. However, the total 
number reporting corporate trust work in 
some form is 436, about 40 per cent of all 
trust departments. 


Newspaper Space Largely Used 


HOUGH not all banks advertise in- 

tensively or even regularly, they recog- 
nize publicity as very essential to a growing 
business, and those of them which are ag- 
gressively seeking to expand their trust de- 
partments employ some means of making 
them better known. Practically all of them 
do some degree of newspaper advertising, 
and look upon it as very desirable. Many 
of them consider it the best medium of pub- 
licity, and even those who will not give it 
such a high rating feel that it has an im- 


portant place in any advertising campaign. 
They feel that for broadcasting the informa- 
tion that they are maintaining a department 
equipped to serve their communities, news- 
papers are the best agency. 

They look upon them as an instrumen- 
tality through which a general announce- 
ment can be given wider circulation than 
in any other way, but they find it more 
effective to employ other methods to drive 
home the- final appeal to individuals in whom 


interest may have been awakened by catchy: 


newspaper advertisements. 

This follow-up is more personal in its 
nature and is not sent out indiscriminately. 
It is made to persons who are considered 
reasonably good prospects for trust services, 
and it is made direct. Numerous methods 
are employed, but the greater number of 
national banks have experienced the best 
results with personal letters. Almost as 
many banks, however, prefer to solicit their 
prospects personally. These two methods 
seem to be by far the most popular. Book- 
lets are used also, as are form letters, but 
they are more properly in the class with 
newspapers, and as such they are more in- 
itial publicity than final appeals. 

One of the most gratifying results of 
the inquiry was the disclosure that but very 
few departments are experiencing difficul- 
ties. Some of them commented upon the 
slow growth of trust departments, and ob- 
served that considerable time and constant 
aggressive attention are required to place 
them on a profitable basis. Slow growth, 
however, is not considered an obstacle. It 
is simply the condition encountered in the 
development of any new business. 

A few other banks attributed their fail- 
ure to grow more rapidly to the seeming 
indifference of their officers. That attitude 
is certain to retard continuously the ad- 
vancement of any enterprise. Without the 
hearty support of each man inside the bank, 
the department cannot be expected to show 
a healthy growth, and unless that fault is 
corrected likely no improvement will be 
shown. 
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Need for Simple Forms 


ELECTION suitable accounting 

forms is referred to by some banks 
as having caused some annoyance. There 
is a total lack of uniformity in the char- 
acter of sheets used in the various depart- 
ments, and the new one, recognizing the 
importance of starting with records which 
will be adequate for all time, frequently is 
confused by the great variety of systems 
studied. Forms should be simple, yet capa- 
ble of expanding with the growth of the 
department. They should provide for the 
recordation of all essential information, but 
nothing more. A number of banks report 
the use of forms of this type, which are 
said to be entirely satisfactory and which 
could be made to serve the needs of any 
department. 

The volume of potential trust work is 
inexhaustible. Each trust administered 
gives impetus to the growing recognition 
of the value of such services. It may be 
likened to life insurance, into the field of 
which the Federal government entered dur- 
ing the recent war. That innovation was 
viewed variously by different insurance men. 
Some of them took the position that the 
action of the government in placing its 
official stamp of approval upon the plan of 
providing protection through insurance would 
create more demand for insurance than 
could be produced in any other way. Clear- 
ly they were right, for it is now common 
knowledge that, notwithstanding the great 
volume of insurance written by the govern- 
ment, the business of private companies has 
continued to grow with even greater rapid- 
ity. So it is with trust work. 

The more of it there is performed in a 
community the more widespread and impres- 
sive will become the realization of its ad- 
vantages. Such a potent natural force set 
in motion in the interest of a service so 
obviously desirable as that offered by the 
corporate fiduciary is certain to produce 
results highly gratifying to the banks and 
immeasurably beneficial to the public. 


The Importance of the Los Angeles Convention 


ods for protecting banks against 

bandits and many other subjects of 
general public importance will fill the ses- 
sions of the American Bankers Association 
Convention to be held in Los Angeles, Cal., 
Oct. 4 to 7, it is pointed out by President 
Wells, in the annual call to members. Mr. 
Wells says: 

“No greater array of subjects of para- 
mount interest and importance to the indi- 
vidual banker has ever been presented at 
any convention of the American Bankers 
Association than will crowd the sessions 
this October at Los Angeles. Effective 
methods have been developed for quelling 
bank banditry through cooperative efforts 
by banks along lines suited to their circum- 


] EGISLATION affecting banking, meth- 


By OSCAR W. WELLS 


President, American Bankers Association 


stances, and these will be fully discussed. 

“The rapid extension of special banking 
functions, such as those having to do with 
savings, fiduciary services and investments 
by classes of banks formerly not engaged 
in these activities has created a need for 
more complete interchange of experience re- 
lated to these subjects, and this will be 
fully provided through the various technical 
discussions at the convention. 


66°°HE present is fraught with much in- 

terest among bankers in the subject of 
legislation, and particularly federal legisla- 
tion, dealing with the extension of the char- 
ters of the twelve Federal Reserve banks, 
the control of branch banking, the equalizing 
of rights between national banks and state- 
chartered institutions, and the widening of 


the provisions for lending money on real 
estate under the laws governing the conduct 
of national banks. Bankers attending the 
annual conventions of the association are 
afforded splendid opportunities for knowing 
how other* bankers regard these things. A 
question of prime importance to every banker 
is the growing movement for more equita- 
ble state taxation for banks and the discus- 
sions at the convention will suggest means 
for this end in your state. 


— the broader view of general business 
there is the problem of installment 
selling, the underlying conditions of business 
which have been subject to so much uncer- 
tainty and questioning during the year, and 
other equally important subjects which will 
add to the profits of attending this meeting.” 
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The Chain Bank Crash in Georgia 


By HAYNES MCFADDEN 


Secretary, Georgia Bankers Association 


Failure of More Than 80 Small Banks Came When State Was At 
Highest Level of Prosperity In Past Five Years. 


Crash Was Re- 


sult of “System” Where Fiscal Agent Sold Worthless Paper 
Bankers Association Backs Investigation. 


as Bank Investments. 


EORGIA wants the world to know 

that the failure of more than 

eighty small banks, almost in the 

twinkling of an eye, represents no 
unsoundness in its commercial, industrial, 
agricultural or economic conditions. Fur- 
thermore, the methods employed by the head 
of the system, composed of these small 
banks, together with more than forty others 
which weathered the storm, are unequi- 
vocally condemned by the citizens of Georgia 
and particularly by its bankers. 

The funds syphoned out of these banks 
were not employed in pursuit of commercial 
banking purposes, but were diverted into 
highly speculative real estate promotions and 
other adventures in finance, calculated 
neither to serve the needs of the com- 
munities involved nor to advance their 
growth and development. 

In less than a month after the crash came, 
the process of reopening Georgia’s closed 
banks was well under way and it appears 
that wherever the need exists, the closed 
institutions, under independent local owner- 
ship and management, will speedily resume 
business. In this process many examples of 
financial heroism and faith in the old home 
town have been witnessed on the part of 
individuals, who as officers or directors of 
the closed banks have hastened to assume 
the personal responsibility for its losses, 
thus sparing the needy much suffering and 
many hardships that would otherwise have 
followed in the wake of this banking earth- 
quake. 


A New High Level of Pros- 


perity 

HE State of Georgia and the banks in 

Georgia have not for the past five years 
reached so high a level of prosperity, gen- 
erally speaking, as they now enjoy. The 
cotton crop is ripe in the fields equal to 
or greater than last year’s production. The 
marketing of a $12,000,000 or $15,000,000 
tobacco crop is in its final stages, constitut- 
ing a new asset since the recent cultivation 
of this commodity on a commercial basis 
began. The corn crop is estithated to be 
16 per cent greater than last year. Hay 
and small grains, sweet potatoes and the 
lesser crops of staples, are most promising. 
The only trouble with the melons and fruits 
was over-production. 

Agricultural prosperity goes hand in hand 
with industrial progress in hydro-electric, 
textile and other important fields, and with 
the commerce that is a natural outgrowth 
of these abundant resources and activities. 


There are on the day this is written 539 
banks in Georgia which are as sound and 
as clean as any equal number of banks any- 
where. All of those which closed were in 
one chain. Except in that chain, only two 
small banks were involved, although the 
practically simultaneous closing of eighty- 
three shocked the state from center to cir- 
cumference. Only the soundest conditions 
and the highest public confidence in the 
strength of our institutions could have pre- 
vented the epidemic from spreading and 
pulling down a multitude of innocent by- 
standers. 

This does not imply that the country 
banks in the chain were guilty of intentional 
wrong. In no instance that has come to 
light does the fault trace to bad local loans 
of the country banks. They were the vic- 
tims of the system and its later-day methods, 
after an early history of nearly forty years 
that inspired its affiliated banks with the 
same unquestioning confidence all of us feel 
in a Liberty bond or in a United States 
gold certificate. Investments submitted by 
the head of the system were not placed 
under ordinary scrutiny by the affiliated 
banks. They were taken on faith. 


Cause of the Crash 


N recent years there accumulated little 

by little, but in ever increasing volume, 
investments, loans and participating certi- 
ficates that swamped the country bank port- 
folios with worthless paper. This paper 
was floated in behalf of corporations owned, 
controlled or directed by W. D. Manley, 
the head of the system, and his associates. 
At the time of the crash, this class of 
paper amounted to more than $12,000,000. 
The following reference is quoted from the 
receiver's report: 


“The Bankers Trust Company has participating 
certificates outstanding in a sum approximately 
$1,000,000. 

“In addition to all other liabilities the Bankers 
Trust Company has sold notes of others amounting 
to approximately $11,750,000. We are advised that 
and Bankers Trust Company guaranteed the pay- 
ment of them. The amount that they guaranteed 
and the amount of the notes that may -have ma- 
tured and may have been paid by the makers is 
undetermined. 

“Tt appears from the records examined that the 
principal items of participating certificates and 
notes sold were executed by officers, affiliated 
companies and companies in which officers are 
interested or identified. 

“The plan of issuing these certificates may be 
briefly stated as follows: The loan would be exe- 
cuted in a given amount payable to the order of 
‘ourselves.’ The Bankers Trust Company would 
then issue participating certificates to equal the 
amount of the note and sell the certificates to vari- 
ous banks and others. Upon some of the partici- 
pating certificates which were issued the payment 
is guaranteed by the Bankers Trust Company.” 


The most exact estimate of the amount 
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of this character of worthless obligations 
is $12,796,569.69, of which the receivers say: 
“Tt is this paper, almost without exception, 
which in our opinion has caused the closing 
of the banks in Georgia and Florida asso- 
ciated with this company.” 

The receivers quoted are former Gov. 
Hugh M. Dorsey, John K. Ottley, president 
Fourth National Bank, Atlanta, and Oscar 
E. Dooly former vice-president Mechanics 
and ‘Metals National Bank, New York, a 
native Georgian now living on his estate 
in Habersham County. 

Their reference to Florida, where more 
than thirty-five banks closed in the same 
crash, involving resources greater than all 
the eighty-three banks in Georgia, brings 
forward another important aspect of the 
situation. 

Besides the Bankers Trust Company in 
Georgia, there was the Bankers Financing 
Company in Florida. Neither of these 
companies were under bank supervision nor 
did either possess a bank charter. They 
were simply corporations operating as fiscal 
agents of some sixty Florida banks, 120 
Georgia banks and a few scattering Eastern 
institutions. The Bankers Trust Company 
and the Bankers Financing Company were 
closely inter-related, Manley being president 
of both. There was no limit or restraint 
upon the use which this alliance could and 
did make of the loanable funds of the banks 
in both states for which the respective cor- 
porations acted as fiscal agents. 

The plethora of funds accumulated in 
Florida banks during the high tide of real 
estate speculation was readily absorbed in 
loans to some twenty or thirty subsidiary 
corporations owned or controlled by the 
fiscal agent corporations and some of their 
officers. 


What Became of the Money 


HAT became of the money is the 
burning question of the hour. 

Of the $12,000,000 or $13,000,000 involved, 
$10,000,000 is said to have been furnished 
by the Florida members of the system either 
in the form of loans to or deposits in the 
chain banks of Georgia, or in loans directly 
to the speculative enterprises of the fiscal 
agent corporations. 

Georgia’s closed banks possessed at the 
date of their last published reports total 
resources of $7,851,212, including capital of 
$2,022,400 and surplus of $545,338. The total 
resources of the Florida banks involved were 
$46,224,330. The capital of these banks was 
$1,785,000, surplus and profits $1,046,290. 

Banking funds of $54,075,542 were thus 
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made moribund in the two states. Great 
as such a disaster is bound to be under 
any circumstances, it represents in this in- 
stance only about 5 per cent of the com- 
bined aggregate resources of all Georgia 
and Florida banks. 

With this description of the malady—its 
cause and its scope—fairly and impartially 
presented, it is to the credit of Georgia, its 
citizenship and its bankers, to review the 
immediate and vigorous corrective measures 
instituted as soon as the truth was dis- 
covered and revealed. The same is true 
of the Florida situation. 

Federal, state and county investigations 
are in progress. Under the auspices of the 
United States District Court in Atlanta, the 
receivers of the Bankers Trust Company 
made a preliminary investigation that is 
proceeding with vigor under the direction 
of their successor, Trustee Oscar E. Dooly. 
Its general purposes are to conserve, salvage 
and restore such remaining values as it is 
possible to realize from the ruins. The 
auditor’s report of the company’s condition 
on the date of its closing lists liabilities 
of $2,595,878 and assets of $2,303,892, which 
are pronounced entirely worthless. 

In the depositors guarantee fund, which 
was operated as a separate organization, 
the auditor’s researches have disclosed a 
remaining value of $46,444 maximum, com- 
pared with the principal sum of $447,226 
which was supposed to be in hand for the 
protection of the public against loss. 

The responsibility for this vanishing of 
resources is being aggressively sought under 
Federal authority. 

The Fulton County Grand Jury, sitting 
in Atlanta, is at the same time proceeding 
with the collection of evidence upon which 
criminal indictments may be based. One 
such indictment charging Manley with 
wrecking the Farmers & Traders Bank of 
Atlanta has already been made and it will 
be followed by numerous others. Wrecking 
a bank is a felony in Georgia. 

The solicitor general of Fulton County 
has another fight on hand to prevent Manley 
being declared “mentally incapacitated” 
under a proceedings instituted by his family 
for the appointment of a guardian. While 
it is disclaimed that the appointment of a 
guardian would absolve Manley from the 
criminal consequences of his acts, the step 
is vigorously opposed by those who are 
charged with the duty of placing the re- 
sponsibility where it belongs. 

The attorney general of Georgia, at the 
instance of the Georgia Bankers’ Asso- 
ciation and upon the request of Gov. Clif- 
ford Walker, has joined forces with the 
county and Federal authorities with the 
two-fold purpose of placing the blame and 
fixing the penalty for what has occurred, 
while at the same time prescribing legislative 
and enforcement machinery that will for- 
ever prevent the recurrence of the same or 
similar disastrous operations in the state. 

The Georgia Bankers’ Association, besides 
requesting this participation on the part of 
the governor and attorney general, has 
moved on its own responsibility to uphold 
the good name of the state and of the 
banking profession in the state. The Asso- 
ciation, through its executive council, acted 
promptly in offering its assistance to insti- 
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tute and conduct every proper investigation 
by the arms of the law, calculated: 

First, to define the responsibility and to 
fix the penalty for the violations that have 
occurred ; 

Second, to assure the proper enforcement 
of existing laws and, 

Third, to reinforce the present banking 
code with such additional provisions as de- 
velopments require. 

Among the needful acts that will be 
sought from the Legislature of 1927 will 
be a law to place all trust companies under 
the supervision of the State Banking Depart- 
ment. This is not a case of locking the 
stable door after the horse is stolen. On 
the other hand our Association has advo- 
cated this act for many years. Only trust 
companies receiving deposits are now sub- 
ject to examinations in Georgia. The use 
of the words “trust company” will probably 
be denied to corporations not under banking 
regulations. In this case, the Bankers 
Trust Company operated under a superior 
court charter, was not empowered to re- 
ceive deposits, but with that exception ex- 
ercised very broad powers as investment 
bankers and as fiscal agent of regularly 
chartered banks. 

While every influence will be invoked to 
fortify the law for future protection, no 
inherent weakness is implied in the present 
banking code of Georgia. It is believed by 
the Georgia Bankers’ Association to be 
amply sufficient to cope with the present 
situation, and to defend the people of the 
state from loss during the interval before 
the Legislature next convenes. 

It combines the best features of the 
National Banking Act and of the best codes 
of sister states. It has been pronounced 
by the General Counsel of the American 
Bankers’ Association to have few superiors 
among all the states of the Union. Its 
greatest weakness is said to be the lack of 
regulation of trust companies not receiving 
deposits under the same law as trust com- 
panies receiving deposits are regulated and 
examined. 

Not only is the moral responsibility of 
the Georgia Bankers’ Association squarely 
behind the principle of hewing to the line 
and letting the chips fall where they may, 
but its material resources are enlisted in the 
same cause. The resolutions adopted by the 
executive council provide for the collection 
of voluntary subscriptions to meet the ex- 
pense of any action its officers may deem 
necessary. The text of these resolutions fol- 
lows: 

“The closing of eighty-three banks in Georgia, 
following a suit for receivership of the Bankers 
Trust Company, of Atlanta, fiscal agent for these 
banks, a non-banking corporation not under the 
supervision of the State Banking Department, has 
disclosed amazing and unbelievable conditions 
which have heretofore been unknown to this Asso- 
ciation. 

“The practices disclosed by the failure of these 
banks have shocked the bankers of our state, who 
condemn the unsound banking methods employed 
in the operation of this chain of institutions. 

“Such a banking calamity ought to have been 
—— under the laws of our state, and espe- 
cially at a time when agricultural and business con- 
ditions are more sound in Georgia than in the past 
five years. 

“In acknowledgment of its public duty to the 
citizens of Georgia, and in justice to its member- 
ship, the Georgia Bankers Association hereby un- 
reservedly pledges itself to assist in a complete in- 
vestigation of the entire facts surrounding this 
banking debacle, to the end that responsibility for 


this condition shall be definitely placed. 
“To that end, therefore, be it resolved, that this 
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Association petition the Governor to direct the 
Attorney General to participate in the proposed in- 
vestigations, and to employ all agencies at his com- 
mand for the protection of the public and the pun- 
ishment of violators of the law; a copy of these res- 
olutions to be delivered to the Governor by the 
officers of this Association. 

“Be it further resolved, that the Association 
tender its services to the authorities, state or Fed. 
eral, engaged in the investigation and prosecution 
of those persons who may be found to have heen 
responsible for the conditions that brought about 
these failutes, and the officers of the Association 
are empowered in their discretion and upon the re- 
quest of proper authorities to retain counsel to 
assist in such investigations or prosecutions. 

“Be it further resolved, that the officers of this 
Association are hereby empowered to raise by vol- 
untary subscription from its membership such sum 
as may be necessary for the above purposes.” 

Ernest Amos, Comptroller of the State 
of Florida, on August 20, issued this state- ° 
ment relative to the affected banks in his 
state: 

“The banking situation in Florida, as 
affected by the recent suspensions, is rapidly 
clearing up. Practically all of the Florida 
banks which suspended were connected with 
the ‘system,’ having its headquarters in At- 
lanta and the Bankers Trust Company as 
the parent organization. 

“While most of these Florida system 
banks were hard hit by the failure of the 
Bankers Trust Company and a number of 
its allied banks in Georgia, as the Florida 
banks had considerable money out on call 
in Georgia and loaned out through the sys- 
tem, yet a number of the Florida banks can 
and will reopen. 

“In fact, on the fourteenth the Bank of 
Osceola County at Kissimee reopened under 
a plan which makes that bank entirely sol- 
vent, and it is going ahead splendidly. The 
American Bank and Trust Company at 
Daytona Beach and several of the Lake 
County banks expect to reopen this week. 
Within the next two or three weeks it is 
expected that one-half of the suspended 
banks in Florida will be reopened for busi- 


ness.” 


Hamlin Reappointed 


HARLES S. HAMLIN, who was one 

of the original members of the Federal 
Reserve Board, has been designated by Pres- 
ident Coolidge to serve another term of ten 
years. He was its first governor. 
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Profits in the Rubber Industry 


By D. RICHARD YOUNG 


A Billion Dollar Industry. Fluctuation in the Price of Crude 
Rubber the Most Potent Influence on Earnings of Manufacturers. 
Outcome of Recent Boom Furnishes Perfect Illustration of the 


HERE is at present a widespread 

interest in the rubber industry be- 

cause of the unprecedented fluctua- 

tions in the price of crude rubber 
during the last two years, which have made 
the outlook for profits most uncertain. The 
trade has been kept in an unsettled state by 
a number of other recent developments, in- 
cluding the introduction of balloon casings, 
the restrictions of the “Stevenson Act,” a 
campaign of economy in tire buying, and 
the overproduction this spring. 

The world has probably never before wit- 
nessed a more spectacular advance in an 
industry than that achieved in tire manu- 
facture since the outbreak of the World War, 
the only possible exception being the strides 
made by its sister and interdependent, the 
motor-car industry. 

Rubber is today another of our “billion 
dollar industries,” measured by the value of 
its products as reported to the United States 
Census Bureau. While there are some 500 
establishments engaged in this line, the great 
bulk of the manufacturing is in the hands 
of a relatively few large concerns, which 
dominate the tire business, by far the most 
important branch, and also have departments 
controlling a substantial share of the pro- 
duction of rubber hose, footwear, clothing, 
mechanical goods and druggists’ sundries. 


The Net Profits 


OLLOWING is a tabulation of the earn- 

ings during the last three years of -the 
leading American manufacturers of. rubber 
products which have published reports to 
stockholders and in the newspapers. The 
figures represent net profits available for 
dividends or to carry to surplus, i. e., after 
all expenses, depreciation, interest and pro- 
vision for taxes have been deducted. All 
years end Dec. 31 unless otherwise indicated. 


Manufacturers Rubber Products 
Net Profits—000’s Omitted 


’ 1923 1924 1925 
Ajax Rubber Co., Inc....... *560 664 1,005 
Dayton Rubber Mfg. Co.1.. 77 302 464 
Firestone Tire & Rubber Co.? 6,105 8,117 12,800 
Fisk Rubber Co.* ........ ,584 3,137 6,109 
General Tire & Rubber Co®.. 1,200 1,500 1,843 

F. Goodrich Co.......... 3,025 8,823 12,744 
Goodyear Tire & Rubber Co. 6,507 12,162 13,506 

oodyear Tire & Rubber Co. 

of California .......... 1,743 1,916 3,687 
India Tire & Rubber Co... 110 419 471 
Kelly-Springfield Tire Co.... *1,166 *1,526 1,453 
Lee Rubber & Tire Corp.... *72 *234 300 
Miller Rubber Co.......... 2,050 2,217 2,673 
Mohawk Rubber Co....... aa 237 581 
Norwalk Tire & Rubber Co. 112”) 125 413 


Seiberling Rubber Co. .. 
United States Rubber 
Before interest. 
“Years ended October 31. 
8Years ended November 30. 
‘Years ended October 31. 
1923 includes 10 months. 

*Deficit. 


ee 13 806 
Co... 7,393 8,368 17,310 


Working of Economic Principles. Functions of the Exchange. 


Easily the most potent influence on earn- 
ings in this industry is the fluctuation in 
price of crude rubber. The accompanying 
chart has been prepared to illustrate the 
course of the rubber market, using quota- 
tions of the standard quality of Plantation 
Hevea Smoked Sheets in New York. In 
order to show not only the remarkable rise 
and fall during 1925-26, but also some of 
the conditions which prevailed in the war 
years, and led up to the British restriction 
plan, the picture is carried back to include 
1914. For purposes of comparison, the 
Labor Bureau index of general commodity 
prices (dotted line) is plotted alongside the 
rubber quotations. 


GENERAL PRICES 
1913 = 100 


RUBBER PRICES - CENTS PER POUND 


contracted to cover their spring supply pur- 
chased rubber at around 80 cents per pound, 
while present prices are under 40 cents. 
This has caused losses from inventory de- 
preciation. While most of the leading com- 
panies publish only one statement a year, 
such interim reports as have been issued 
show ‘the effect of this price decline. Fisk 
Rubber Company, for the six months ended 
April 30, 1926, reported net profits of 
$2,125,000 as compared with $2,037,000 in 
the corresponding period last year, an 
actual small increase; but the B. F. Good- 
rich Company, in the half year ended June 
30, reported a drop from $7,107,000 to 


$1,359,000; Lee Rubber and Tire Corpora- 


The course of crude rubber prices compared with all commodities. 


There is probably no other commodity 
whose price has experienced such wide gyra- 
tions during recent years unless it be the 
collapse of sugar prices in 1921. 

Last year’s rise naturally had the effect 
of increasing profits of the tire manufac- 
turers, and an examination of the table 
given above reveals the favorable showing 
made by the leading compan:es in 1925 as 
compared with the two years preceding. To 
the ordinary manufacturing profit was added 
the substantial gain from appreciation of 
inventory, not by marking up values, but by 
using rubber purchased cheaply to sell as 
tires at considerably advanced prices. The 
companies that had commitments for large 
quantities of crude rubber, of course, 
profited the most, while those which pur- 
chased their requirements only as needed 
profited least ; in other words, the “‘conserva- 
tive” operators, in the usual sense of the 
word, were at a disadvantage. 


Losses on Inventory 


HIS year the situation is reversed. 
Prices of crude rubber have been de- 
clining all year. 


Concerns which last fall 
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tion a change from $158,000 profit to $181,- 
000 deficit; Ajax Rubber Company a decline 
from $262,394 to $74,279 after setting up 
an inventory reserve of $250,000; Goodyear 
Tire and Rubber Company a decline from 
$6,011,000 to $4,015,000, and United States 
Rubber Company a decline from $5,875,000 
to $4,916,000. 

The manufacturers try so far as possible 
to work off the high-priced rubber before 
tire prices are reduced, but this cannot al- 
ways be done, due to the competition from 
other concerns, which may be more fortu- 
nately situated as to raw material. When 
one manufacturer announces price reduc- 
tions, the others are practically forced to 
meet the new rates in order to maintain 
their relative positions. 

As far as the crude rubber price fluctua- 
tions are concerned, there is no question but 
that most companies received a “wallop” this 
spring, and that 1926 earnings will be re- 
duced accordingly and will probably fall 
below last year’s. Some companies set up 
reserves against which these “inventory ad- 
justments” can be charged so that the final 
audited statements will not show up so un- 
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The recently founded Rubber Exchange of New York, Inc. 


favorably as if the losses had to be taken 
out of surplus account. 


Plantation and Wild Rubber 


O really understand the conditions of 

our rubber supply, it is important to 
realize, in the first place, that the main 
sources of production are situated on ex- 
actly the opposite side of the earth from the 
field of consumption. The United States 
uses around 70 per cent of the entire world’s 
production, but the principal growing areas 
are the islands of Sumatra, Java, Ceylon 
and the Malay Peninsula. A generation ago 
the center of the industry was Brazil, where 
there is an abundance of wild rubber trees 
that are tapped by the natives, much as our 
American farmers gather maple syrup. 

From experiments carried on in Kew Gar- 
dens, England, however, botanists developed 
trees that gave a much higher yield and 
which were made the basis of the “planta- 
tion” industry as it exists today. The great- 
est quantity of wild rubber produced in a 
single year was 70,410 tons in 1912, but 
since that time there has been a gradual 
decline, until” today the wild rubber areas 
furnish less than 8 per cent of the total 
supply. 

Through the development of plantations 
in the Far East the production was greatly 
increased and the prices substantially low- 
ered. When the commodity was first intro- 
duced into commerce it was given the name 
“rubber” because its principal use was for 
erasers, to “rub,” and a half-inch cube. sold 
for 3 shillings, or 75 cents. By 1910 the 
price was reduced to $3 per pound. From 
that time on the investment of British and 
Dutch capital in plantations caused output 
to grow rapidly, and there occurred an over- 
production. It takes about six years from 
the planting of the seedling to grow a tree 
to maturity, and there have been frequent 
cycles of prosperity and depression, caused 
by overplanting when prices are high, fol- 
lowed by low prices a few years later when 
the trees reach the bearing stage. Unlike 
wheat, for example, whose production can 
be regulated year by year, depending on 
demand, the rubber production can be in- 
creased only slowly, and when once in- 


creased, the plants must be tapped regularly 
and the tropical plantations kept clear of 
underbrush, otherwise they soon become an 
impenetrable jungle again. 

When the collapse in world trade be- 
gan in 1920, and production continued to 
increase through new estates coming into 
bearing, the planters saw ruin staring them 
in the face. In a carefully worked out 
series of calculations the British interests, 
who controlled over half of the plantation 
areas, figured that rubber must bring at 
least 32 cents a pound in order to pay 15 
per cent on their investment and provide 
for amortization. They consider 15 per cent 
the lowest return that will induce capital 
to invest in such an enterprise as rubber 
planting, in which there is no income at all 
for the first several years. 


The Stevenson Plan 


ROM a low price of 12 cents there was 

some recovery during the next two years, 
but it was not believed generally that the 
improvement would continue, and there was 
a widespread agitation for the limitation of 
production so as to force a remunerative 
price. On Oct. 11, 1922, the now famous 
“Stevenson Plan” of government control 
was introduced, and American rubber manu- 
facturers learned that their huge industry 
was in the grip of a foreign monopoly. 

The Stevenson Plan takes its name from 
Sir James Stevenson, its principal propo- 
nent, although it is said that the original 
proposal came from the Hon. Winston 
Churchill, Chancellor of the Exchequer. 
Briefly, it provides for a sliding scale of 
duties on exports of rubber from the Brit- 
ish colonies. The purpose is to keep the 
price of crude rubber between a minimum 
of 32 cents a pound and a maximum of 38 
cents. 

For purposes of calculating production 
and duties, the world’s production of plan- 
tation rubber from Nov. 1, 1919, to Oct. 31, 
1920—330,000 tons—was taken as the base 
or normal production. Sixty per cent of 
that production was assumed as the normal 
demand. British planters are permitted to 
export with the payment of only a nominal 
duty of one cent a pound 60 per cent of 
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their production between the dates men- 
tioned. But for every 5 per cent of increase 
in exports there is an increase in duty, be- 
ginning with six cents a pound for the first 
5 per cent and thereafter increasing two 
cents for each 5 per cent until the maxi- 
mum of 24 cents is reached with 100 per 
cent of the base. There is a provision for 
raising or lowering the maximum amount 
for export at the minimum duty of one cent 
a pound when the price goes above or falls 
below 32 cents, and there is a provision for 
allowing new plantations to begin export 
ing as they come into bearing. 


Rubber and War Debts 


HE great hubbub last spring and the 

charge that these artificial restrictions 
were “gouging” the American public to the 
extent of some $200,000,000 a year, or more 
than enough to cover the British war debt 
payments, was caused by a combination of 
factors, and in fairness it must be admitted 
that the British were by no means entirely 
to blame. 

After the Restriction Act went into effect, 
the price of rubber rose to 37 cents in Janu- 
ary, 1923, and declined to 18% cents in June, 
1924, rising to 40 cents in December, 1924. 
To the effect of curtailed shipments on the 
one hand, there was the effect of largely 
increased consumption on the other, so that 
the operation of natural forces would have 
eventually restored a balance. Practically 
no one, however, foresaw the enormous in- 
crease that was to take place in the produc- 
tion of automobiles and trucks during the 
years since then, causing a need for rubber 
that is now five times what it was a decade 
ago. This phenomenal demand was further 
augmented in 1924 by the introduction of 
the balloon tire, which requires much more 
material than the high-pressure casing. A 
flurry in prices started and was carried up- 
ward by speculation in the commodity by 
tire manufacturers, rubber importers and 
merchants, and individual traders. Some of 
them went “long” and bought rubber futures 
for a rise, thus bidding up prices; others 
sold “short” and were later forced to re- 
purchase and cover their contracts at heavy 
losses, causing the failure of numerous con- 
cerns. 

Then was raised the cry of “extortion” 
and “monopoly.” Secretary Hoover of the 
Department of Commerce instituted an in- 
vestigation into the world rubber situation, 
and the report when published caused an 
outburst of protest against the British and 
a movement to establish rubber plantations 
under American control so as to have our 
independent supply in the future. The re- 
port contained this important warning as to 
the usual bad effects of all such schemes: 

“The producing industries of the world 
would be better off in the long run if com- 
binations in restraint of international trade 
were abandoned on all sides. In general, 
the effect is to hoist both the producing and 
consuming industries upon artificial bases, 
ultimately resulting in economic difficulties 
to producers as well as consumers. The 
stifling of consumption, stimulation of rival 
production, the use of substitutes and the 
paralysis of industry generally are their 
ultimate results.” 

The outcome of this boom in rubber fur- 
nishes one of the most perfect illustra- 
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tions of the working of economic principles 
that can be found in our recent industrial 
history. It shows how the free play of 
prices work their own remedy if only let 
alone. When the cost of crude rubber in 
American markets went up from 22 cents 
per pound to $1.23 in the course of twelve 
months, there were attracted to this country 
large quantities of the commodity, the “in- 
visible stocks,” from every corner of the 
earth, The wild rubber trees of the Far 
East, South America, Central America and 
Africa were again tapped, the “marginal 
producers” who could not make a profit on 
low value rubber sprung into activity. The 
trade in reclaimed rubber took on new life 
and now has become an industry of no 
small importance. Chemists in the research 
laboratories took up with renewed vigor 
their quest of making synthetic rubber. And 
the public, alarmed by the threatened short- 
age, adopted a popular campaign of econ- 
omy, of patching up the old tires instead 
of buying new equipment. 

The sequel was obvious. When it was 
realized that there was not only an ade- 
quate supply for all requirements, but addi- 
tional shipments arriving on every boat, 
prices broke and have been declining ever 
since. The reaction was so severe that some 
people in the industry who were shouting 
the loudest now admit that the campaign 
for economy was overdone and has had a 
boomerang effect. 

The latest quarterly report of the Rubber 
Association of America stated that its mem- 
bers, who constitute fully 90 per cent of 
the industry in this country, had on hand, 
June 30, a total of 59,254 tons of crude rub- 
ber and that an additional 40,713 tons were 
then afloat en route to American ports. 
This figure is considered about normal. 

In the last few months the excitement on 
the part of the public has pretty much dis- 
appeared, but, unfortunately, not until some 
bitter remarks had been made against the 
British, which could not help provoking 
sharp retorts and stirring up ill feeling be- 
tween the two countries. If Americans 
would average the high cost of rubber pur- 
chased during those few months against the 
several years when we were getting it at 
less than the expense of production, there 
would certainly be no ground for complaint. 
Moreover, tle flurry was not caused so 
much by restrictive measures as by our own 
unprecedented demand and speculation. 

There has been some progress in the 
plans of certain American rubber companies 
to form plantations to produce at least a 
portion of their crude requirements. The 
Firestone Rubber Company is reported to 
have started setting out a 1,000,000-acre 
plantation in Liberia; the United States 
Rubber Company has for years owned large 
areas in the Far East which are being 
added to, and it is proposed to establish the 
industry in the Philippine Islands provided 
satisfactory laws are passed. 


The Seasonal Demand 


HE tire industry, like most other lines, 
has a definite seasonal fluctuation which 
corresponds more or less to automobile pro- 
duction, although.it is samewhat more stable 
due to the demand for replacements. In 


the fall and winter seasons the big manu-, 


facturers produce in excess of shipments in 


mistic. 


Brokers trading in the pit of the Rubber Exchange. 


order to accumulate stocks for the spring 
demand. By early summer the shipments 
usually have risen to exceed current output 
and inventories are drawn down, after which 
the manufacturers adjust their production 
schedules to meet the actual retail sales. 
The accompanying diagram shows the course 
of production over the last five years, and 
the swings of stocks up and down. 


MILLIONS OF TIRES PER MONTH 


Production and stocks in the tire in- 
dustry have a regular seasonal fluc- 
tuation. 


At present the inventories are larger than 
normal, even considering the annual growth 
of the industry, which is accounted for by 
the high production this spring combined 
with somewhat backward retail sales. The 
change to balloon tires left manufacturers 
and dealers with a large quantity of high- 
pressure casings on hand, for which there 
is only limited demand. The diagram shows 
the drastic curtailment in production that 
has been required in several instances to 
allow stocks to be liquidated, and the rapid 
piling up of stocks that occurs when the 
individual manufacturers persist in running 
their plants at capacity, leaving it to the 
“other fellow” to do the curtailing. 

Current news from Akron, the center of 
the American industry, is anything but pessi- 
A marked improvement in sales has 
been noticed recently, and now that tire price 
reductions up to 25 per cent have been made, 
a heavy business is likely for the rest of 


this year. Because of the uncertainty as to 
prices, the local auto accessory dealers and 
garages have been unwilling to carry any- 
thing more than a minimum of inventory, 
and this has thrown the burden back on 
the manufacturers, which fact must be al- 
lowed for in considering the statistical posi- 
tion of the industry. Some people expect 
still further reductions this year, but this 
will be governed largely by the future course 
of crude prices. 


Not All Companies Profitable 


_< of the keen competition char- 
acteristic of the tire industry and in 
connection with the substantial profits shown 
by the leading companies in the table at 
the beginning of this article, it should not 
be forgotten that there are hundreds of the 
smaller companies in this line that are any- 
thing but prosperous. Those bankers who 
went through the storm of 1920-1921 need 
not be reminded of this fact, but for those 
others who have perhaps not had much ex- 
perience in dealing with the industry, it may 
be of interest to present the figures of earn- 
ings and losses for all companies as. re- 
ported by the Bureau of Internal Revenue, 
Treasury Department. 

It will be observed that of the total num- 
ber reporting, there were in four out of the 
five years more concerns that lost money 
than made a profit. 

In 1920, the first year of the slump, the 
aggregate income of the profitable corpora- 
tions was $24,938,000, as contrasted with 
$122,558,000 the preceding year; Federal 
taxes of $3,522,000 were paid, leaving a 
balance of $21,416,000, while the unprofitable 
concerns had deficits aggregating $31,431,- 
000. The next year, 1921, the net income 
of the profitable concerns was only $4,309,- 
000, while the deficits of the others aggre- 
gated $99,333,000. In each of the next two 
periods the deficits ran in excess of $20,- 
000,000. 

Following is a tabulation of the net in- 
comes of all American corporations engaged 
in the manufacture of tires, also rubber 
belting, hose, footwear, garments, mechani- 

(Continued on page 176) 
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Impugns Investment Motives 


VER on the other side of the Atlantic they are 

talking about, “America’s Financial Invasion of 
Europe,” to quote a headline from the London Statist, 
apparently quite forgetful of the fact that only a 
little while ago many people were exercised because 
America was not prompt enough in furnishing capital 
for the rehabilitation of European business. 

The invitation to American capital was not an ordin- 
ary gesture. A good deal was made of our moral 
responsibility and a good deal was made of the danger 
to the world’s business if we did not bestir ourselves, 
and all that is so recent that the average man is quite 
unprepared for such an arraignment of American aims 
and American capital as is made in a recent issue of 
the economic periodical referred to. 

“It has only just dawned upon the business world,” 
says the writer, “that the aims of the Americans, in 
capturing the great industries of Europe, have a 
significance of an epoch-making nature in the trade 
balance of the world. It may be taken that close upon 
$1,000,000,000 has in the course of the past two 
years found its way over to Europe for investment pur- 
poses. Nor does there appear to be any sign of 
dimunition in the flow of dollars though there is a 
change in direction. In the course of three days in 
June $90,000,000 was recorded for money subscribed 
in loans. 

“Quite apart from the actual figures of American 
capital invested in Europe there is the most important 
question as to the underlying aims of the Americans. 
These aims, but ill-concealed, are to obtain possession 
of the entire. raw mineral wealth of the Continent. 
Up to the present time success has been stupendous.” 

Proceeding to enumerate these acts of “‘invasion’” the 
writer states that we have possession of the largest man- 
ganese and zinc mines; we have three-quarters of the 
German Steel Trust ; we have a majority of the stock of 
the German Dye Trust; that we are getting a hold on 
the petroleum monopoly of Russia; that the Russian 
oil fields and wells have long been allowed to deterior- 
ate and there surely will be vast repairing and renew- 
ing bills to pay. “But such objections count as nothing 
with the Standard Oil Company which already has in 
consideration the importation of all needful machinery, 
pumps, plant, etc., and is proposing to lay down new 
pipe lines of the American up-to-date type from Baku 
to Batum.” 

“Of manganese and zinc they may be said to have 
already obtained a monopoly at Katovitz, in Polish 
Silesia, and Chiaturi, in the Caucasus” the’ article 
concludes. “In Baku they have obtained a larger pro- 
portion of the European petroleum yield, for with 
the adoption of up-to-date machinery and methods it 
can readily be understood how greatly augmented the 
output will be. And the same applies to the other 
properties. For example, in the case of the Harriman 
group’s vast zinc purchase at Katovitz the purchasers 
are called upon forthwith to invest $10,000,000 in 
refitting the mines upon, as the contract reads, ‘up-to- 
date and latest American methods.’ Much the same 
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kind of clause exists in regard to the Chiaturi 
manganese fields. In that case $3,000,000 is, by the 
terms of the contract, to be invested in the ‘Ameri- 
canization of the works’; further, a railroad to Poti has 
to be built, American elevators erected along the quays 
of Poti, and that harbor improved and modernized. 
It will thus be noted that not only are the Americans 
investing capital but likewise largely augmenting 
European output, and thereby, let us suppose, creating 
broader markets.” 

We can pass the question of the accuracy of these 
statements as to purchases and the details thereof 
because that is not the main issue. The main point is 
whether or not we are friendly or unfriendly in invest- 
ing American capital in Europe. 

There is not a locality in the United States which 
would not be jubilant over the promise of additional 
work for its people, additional business for its trades- 
men, additional prosperity for the whole community 
that is contained in every count of the above indict- 
ment. Europe wants prosperity and it is of such things 
that prosperity is made. 

There is a bit of familiar history relative to the 
invasion of foreign capital that is worth while to 
recall. To a large extent American railroads were 
financed by European capital. There were $375,000,- 
ooo of American railway stocks and bonds held abroad 
in 1876. We were glad to have the capital and British 
and Continental investors were glad to have the oppor- 
tunity to make the investments. For many years, from 
its inception in 1851 the Illinois Central was actually 
controlled abroad. The Chicago and North Western 
Railroad in 1869, in recognition of the Dutch capital 
invested in the road gave two places on the directorate 
to foreign representatives. 

Prof. William Z. Ripley, in his book on “Railroads” 
says: 

“A chairman of the London & Westminster Bank 
stated at one of its annual meetings that cne-third of 
the advances made by his institution in that year were 
based upon American railway securities. It is certain 
that a large part of the phenomenal expansion of our 
transportation system during the decade 1880-’90 was 
financed abroad. As indicating the predominance of 
European capital at this time, the following table is 
significant : 

Per Cent of Foreign Stock 


1890-’96 1905 
Central .. 65 21 
Louisville & Nashville ........... 75 7 
New York, Ontario & Western .... 58 12 
New York Central & Hudson River 37 9 
52 3 
Baltimore & Ohio 21 17 
Chicago, Milwaukee & St. Paul ... 21 6 


“From this it will appear that an absolute majority 
of stock in at least five large American roads was held 
outside the country, and of course the bond holdings, 
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especially in England, were even heavier in propor- 
‘ion; although there is no way of ascertaining their 
exact amount.” 

This employment of foreign capital never hurt this 
country. On the contrary it helped to furnish em- 
ployment for men and was a big factor in creating 
prosperity. 

European capital did for America then what Ameri- 
can capital is now trying to do for Europe. 


No Apology Needed 


E have just read a letter from a country bank 

to its patrons which was intended as an explana- 
tion of the reasons for initiating a service charge on 
unprofitable accounts but which at the same time comes 
pretty near being an apology for what the bank is 
doing. Why not take courage from the butcher, the 
baker and the grocer, not to mention all the other 
merchants in the list? 

The merchants make neither explanation nor apology 
for advances in the price of items, which computed on 
the basis of a year’s purchase may mean an increase 
for a family of from $50 to $1,000 a year. The banker 
with the rest of the public accepts the increase without 
explanation or apology. The service charge of fifty 
cents a month on unprofitable accounts amounts to but 
$6 dollars a year and that is not a profit in the true sense 
but according to all reports merely the stoppage of 
a loss to the bank. 

A tactful, frank explanation is necessary but let there 
be no note of apology, for the laborer is worthy of his 
hire, even though he be a banker. 


Philosophical View of War Debts 


LOYD’S Bank Monthly of London in its August 

review takes a philosophical view of the intermin- 
able war debt controversy. Though it reflects the 
British view as to cancellation, it foresees that if there 
is a revision of the settlement, that revision will be 
brought about by economic conditions which will cause 
America to see that revision will be a -help to Ameri- 
can prosperity. Such a change of attitude it believes 
is not to be expected today or tomorrow but instead 
may be brought about by a realization here in America 
that insistence on payments under the terms of the debt 
settlement will be interfering with our own pros- 
perity. 

This opinion comes as the conclusion of a review 
of the related events in recent weeks. “It may be well 
to add,” says the writer, “that the setting forth of the 
facts of the situation does not constitute a plea for the 
cancellation of the debt. This country made a settle- 
ment with America in the belief that its credit would 
be helped by so doing—a belief that has been amply 
justified, and we are making no appeal for cancella- 
tion of our contract. Whether America will be con- 
vinced, by force of circumstances, that it will be wise 
to review the debt situation more favorably in the 
future remains to be seen. In view of present con- 
ditions in Europe such review is scarcely likely to take 
place at an early date. If European countries are in 
a position to spend large sums on armaments and 
military expeditions it is only natural that a creditor 
should insist on a policy of payment of debts. It is 
also natural, illogical as it may appear to the United 
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States, that the debtor nations on whom fell the brunt 
of the war and who are still suffering from its effects 
should experience some feeling of resentment at being 
asked to repay sums borrowed for war purposes to a 
prosperous creditor. It may, at least, be pointed out 
that a forced liquidation of the debts will inevitably 
retard Europe’s recovery from the ravages of war and 
postpone the day of her economic recovery. And as 
this must certainly react on the United States it will 
probably do more to secure a revision of the situation 
than any amount of bitter recrimination or useless 
repinings.” 


“And the Pursuit of Happiness”’ 


HATEVER else the life and death of Rudolph 
Valentino may have contributed to us his demise 
emphasizes in an impressive manner the power of the 
film to influence the thought and the actions of the 
public. Here was a man who had taken hold of the 
popular fancy through no particular ability. He created 


_neither the plays in which he appeared, nor the cos- 


tumes in which he photographed so well. The great 
public had never heard his voice. On the legitimate 
stage where the essentials to success are perhaps more 
numerous and more exacting he might never have 
risen to even a moderate place, but in the movies he was 
an artistic and a commercial success to such a degree 
that millions had come to have personal interest in 
him. How intense was that interest is revealed in the 
fact that 50,000 persons passed his bier and another 
multitude rioted for the same privilege. Consider the 
spectacle as pictured by this paragraph from a news- 
paper report of the scenes about the funeral room where 
his body lay in state: 

“During the evening, the arrangements were much 
better. They gave, too, a fair idea of the vastness of 
the throng. The line, four abreast started at Sixty- 
sixth Street and Broadway, extended thence east to 
Columbus Avenue, north two blocks to Sixty-eighth 
Street, west one block to Broadway. There the police 
thinned it down to a single file and the single line went 
south nearly two blocks to the entrance at Campbell’s. 
It took 110 policemen to maintain this formation, and 
even then there was so much disorder at the corner of 
Sixty-eighth Street, where the thinning-out process was 
gone through, that headquarters was asked for fifty 
more men at 9:30 o'clock.” 

In strange contrast with such scenes were those 
enacted at the bier of Dr. Charles W. Eliot the Grand 
Old Man of Harvard who lay dead at the same time. 
Universally honored and revered though he was, there 
was no outpouring of the populace. 

Yet President Eliot was a great public servant, a 
guide in public thought and a real force in the all- 
important educational world. His usefulness and his 
contribution to the life of America had always been an 
accepted fact. What real contribution the man of 
the screen made to the life of America remains to be 
determined by posterity. But the public’s interest in 
his illness and death seems to clearly indicate one fact 
and that is that he who can assist great numbers of 
persons in “the pursuit of happiness” can lay successful 
claim to their hearts. 

The case of Valentino in contrast with that of Dr. 
Eliot is, the flash of an instant on the screen of life, 
and it suggests the really important question, Does 
anyone know the full force and effect of the movies 
not alone on the child life of the nation but upon the 
adult life of the nation? 
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The 52nd Annual Convention 


With the Way to Better Banking as the Keynote, the Los 
Angeles Convention of the American Bankers Association Will 
Be Addressed by Men of National Eminence. President Wells 
Stresses Matters of Paramount Interest to Individual Banker. 


HE way to better, safer and more 

profitable banking is the predomi- 

nant note that runs throughout the 

sessions of the fifty-second annual 
convention of the American Bankers Asso- 
ciation which are to be held at Los Angeles 
on October 4-7. The general sessions of 
the convention will deal with the broad in- 
terests that underly America’s economic life 
but the meetings of the Divisions and Sec- 
tions that make up organized 
banking will concentrate on the 
discussion of concrete means 
that will serve to increase the 
capacity of the banks in the 
United States to meet the finan- 
cial needs of the people. 

Figures of national impor- 
tance will appear as the fea- 
tured speakers on the general 
program while bankers who 
have attained eminence in their 
profession will pass on the ben- 
efit of their knowledge and ex- 
perience so that the banking 
business may go forward in all 
sections of the country. Oscar 
Wells, President of the Amer- 
ican Bankers Association in 
sounding the call for the con- 
vention, expressed the opinion 
that “No greater array of sub- 
jects of paramount interest to 
the individual banker has ever 
been presented at any conven- 
tion of the Association than 
will crowd the sessions this 
October” and took occasion to 
point out that the shaping of 
events probably would require 
bankers to formulate policies 
with respect to several ques- 
tions of national moment. 

Due recognition has been 
taken, in the framing of the 
program, of the trend in Amer- 
ican banking toward depart- 
mental banking where a single 
banking institution undertakes 
to provide under one roof spe- 
cial banking functions that have been more 
generally performed in the past by a bank 
or company specializing in this financial 
service. 


The Convention Speakers 


R. RAY LYMAN WILBUR, the pres- 

ident of Stanford University, will be 
the featured speaker at the first general 
session of the convention, which will be 
held in the Philharmonic Auditorium at Los 
Angeles. Dr. Wilbur is one of the most 
eminent educators in the West and is the 
head of the great Stanford University. He 


is a former president of the American 
Academy of Medicine and, during the war, 
was Herbert Hoover’s right hand man as 
chief of the Conservation Division of the 
United States Food Administration at Wash- 
ington. Dr. Wilbur is a man of dynamic 
personality and is a forceful speaker. 
Garrard Bigelow Winston, the Under 
Secretary of the United States Treasury, 
will make an address on “The United States 


Dr. Ray Lyman Wilbur, President of Stanford University 


Public Debt” at the second general session. 
As the chief aide to Secretary of the Treas- 
ury Mellon, Mr. Winston is directly respon- 
sible for the management of the fiscal oper- 
ations of the government. He has been in 
charge of the refunding of the public debt, 
which has been scaled down more than six 
billion dollars since August, 1919, and has 
directed the flotation of the periodic govern- 
ment issues of Treasury certificates and 
short-term notes. The maturity of the 
Third Liberty bond issue in 1928 presents 
definite problems that must be met by the 
Treasury that, of course, may be felt 
throughout the banking world. The Under 
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Secretary directs the purchases of the 
Treasury for the Sinking Fund and is 
charged with the responsibility of investing 
a very large sum annually for the various 
departments of the government. 

Mr. Winston has taken an active part in 
the negotiations for the refunding of the 
foreign debts as he is secretary of the World 
War Debt Refunding Commission. Prior 
to accepting the post in the Treasury, Mr. 

Winston, a graduate of Yale 
University and of Northwest- 
ern University, was a member 
of the law firm of Winston, 
Strawn & Shaw of Chicago but 
he gave up his practice during 
the war to serve as a major in 
the United States artillery. 


Creed on Utilities 


NE of the outstanding 

economic developments of 
the past few years has been 
the impressive growth of the 
electric power and light indus- 
try, in which it is now esti- 
mated that seven and one-half 
billion dollars of capital are 
invested — or approximately 
four times the investment in 
the entire automotive industry. 
The principal speaker at the 
third general session of the 
convention is Wigginton Ellis 
Creed, president of the Pacific 
Gas and Electric Company of 
San Francisco and one of the 
foremost public utility execu- 
tives in the West. A lawyer 
by profession, Mr. Creed has a 
wide reputation as an eloquent 
and impressive public speaker. 
He has taken an active part in 
the public affairs of California. 
He served as one of the re- 
gents of the University of Cal- 
ifornia, the institution from 
which he is a graduate and is 
now a trustee of the Hooper 
Foundation and Mills College. 

The diversity of his interests may be in 
dicated by the fact that he is not only head 
of the Pacific Gas & Electric Company but 
president of the Columbia Steel Company, 
president of a bank and a lumber company, 
as well as director in a number of other big 
enterprises. 

The business of the American Bankers 
Association will be dispatched, as is the 
custom, at the general sessions, which will 
be presided over by President Oscar Wells. 
The first general session will witness the 
appointment of the Resolutions Committee 
that the views of American banking may 
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September, 1926 


be registered in a fitting way on any ques- 
tion of big moment. The election of offi- 
cers for the year 1926-27 will take place at 
the second general session, while the transac- 
tion of new business is on the program for 
the third and concluding general convention 
session. 

The program has been arranged so that 
the visiting bankers may attend all of the 
Division and Section meetings as well as 
the general convention, there being no con- 
flict in the time of the sessions. These 
meetings will be held in the spacious ball 
room of the Los Angeles Biltmore Hotel. 


State Bank Division 


fe way to improve the condition of 
banking throughout the country will be 
the keynote of the meeting of 
the State Bank Division. This 
Division, embracing a member- 
ship of more than 12,000 banks 
chartered in the several states, 
will have the honor of inau- 
gurating the divisional meetings 
when Grant McPherrin, the 
President, opens the session in 
the Ball Room of the Los 
Angeles Biltmore on Monday 
morning at 9:30 o’clock with a 
review of the progress that has 
been made during the past year 
in furthering the adoption of 
methods and plans to promote 
better and more profitable bank- 
ing. 

Dr. Walter F. Dexter, presi- 
dent of Whittier College in 
California, will address the 
state bankers with “The Three 
C’s of Success in Business.” 
Craig B. Hazelwood, vice pres- 
ident of the Union Trust Com- 
pany of Chicago will chart the 
course that bankers may follow 
to “Better Banking,” by point- 
ing out the weaknesses that 
have appeared in the banking 
structure during the past few 
years and suggesting the rem- 
edies that can be applied within 
the ranks of banking to make 
it strong and sound. 

The program calls for terse 
ten minute presentations of 
four topics of special interest 
to bankers in all parts of the 
country. S. J. High, president 
of the Peoples Bank and Trust Company, of 
Tupelo, Miss., will treat “Agricultural Prob- 
lems” with emphasis on the opportunity that 
the banker has to build up his community and 
the income of the farmer by encouraging the 
adoption of a profitable farm plan. M. H. 
Malott, president of the Citizens Bank of 
Abilene, Kan., will discuss “Credit Files” 
as a means of protecting the banker from 
making bad loans and other angles of this 
movement to get banks to maintain credit 
files on all unsecured loans running above 
$500. Dan V. Stephens, president of the 
Fremont State Bank, of Fremont, Neb., 
will discuss “Service Charges,” which’ have 
been widely adopted by banks in all parts 
of the country in the endeavor to make the 
unprofitable account pay its own way. Roy L. 
Bone, State Bank Commissioner of Kansas, 
will give the bankers an insight into the 
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problems of the state authorities in pre- 
senting the subject of “Some Problems of 
a Bank Commissioner,” which is expected 
to tcuch on the more stringent laws and 
regulations that are being thrown around 
the granting of charters for new banks. 

After each of the addresses it is expected 
that there will be a general discussion from 
the floor. 


National Bank Division 


C. WILKINSON, President of the 

@ National Bank Division, will con- 

vene this division’s meeting at 2:30 o’clock 
on Monday afternoon. 

The “Banker’s Relations with Clients” 

will be the subject of an address by W. W. 

Woodson, president of the Frst National 


. © Underwood & Underwood 
Garrard B. Winston, Under Secretary of the U. S. Treasury 


Bank of Waco, Tex., while P. D. Houston, 
president of the American National Bank 
of Nashville, Tenn., will discuss “Bond De 
partments and Investments.” An increasing 
number of national banks are operating 
bond departments through subsidiary com- 
panies and, under the terms of the McFad- 
den bill, will obtain express permission to 
deal in investment securities. This author- 
ization makes this subject of particular time- 
ly interest to national bankers everywhere. 


Trust Company Division 


bin Trust Company Division will open 
its meeting on Tuesday afternoon at 
2:30 o’clock. As the Los Angeles conven- 
tion is to mark the thirtieth anniversary of 
the founding of this division, Francis H. 
Sisson, the retiring President, will deliver 
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an address on “Our Thirtieth Birthday” in 
which he will advert to the strides that the 
trust companies have made in extending fi- 
duciary services through the development 
of the many functions designed to conserve 
estates and promote the financial welfare 
of clients. 

William Harrison Waste, Chief Justice 
of the Supreme Court of California, will 
address the Division, with “The Law and 
the Trustee” as his subject. George I. Coch- 
ran, president of the Pacific Mutual Life 
Insurance Company, is scheduled to treat 
“Insurance and Trust Company Coopera- 
tion” as a means of promoting the interests 
of both groups. 

Before the session is concluded, there will 
be an open forum discussion on current fi- 
duciary topics to permit an interchange of 

suggestions and ideas as to how 
trust work can be _ rendered 
more efficiently. 


Clearing House 
Section 


LEX DUNBAR, President 
of the Clearing House 
Section, will preside over the 
session of the Clearing House 
Section, which will start at 2 
o'clock on Wednesday. Paul 
Shoup, executive vice president 
of the Southern Pacific Rail- 
road Company, will deliver an 
address, covering some of the 
problems that the American 
transportation industry faces in 
its work of serving the nation. 
J. Dabney Day, president of 
the Citizens National Bank of 
Los Angeles, will discuss “Some 
Problems of Banking Today.” 
Four topics of particular in- 
terest will be covered in ten 
minute presentations. S. 
Hawes, vice president of the 
First National Bank in St. 
Louis, will discuss “Interest on 
Deposits.” H. Y. Lemon, vice- 
president of the Commerce 
Trust Company of Kansas 
City, will consider “Some Bank 
Economies.” Ray M. Hudson, 
chief of the Division of. Sim- 
plified Practice of the United 
States Department of Com- 
merce, will talk on the “Stand- 
ardization of Checks” which is 
expected to bring about a savings running 
into millions of dollars annually to the banks. 
The part that “Bank Auditors” perform in 
banking and the opportunity that exists for 
wider use of their services will be developed 
by R. H. Brunkhorst, auditor of the Harris 
Trust & Savings Bank of Chicago. 

In connection with the meeting of the 
section, there will be conferences of Clear- 
ing House managers, Clearing House exam- 
iners and bank auditors, where matters of 
pertinent interest can be discussed and opin- 
ions as to the most modern methods ex- 
changed. 


Savings Bank Division 


HE annual meeting of the Savings 
Bank Division will be somewhat of a 
departure from the general practice, in 
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that the session will be held during the 
evening and the program will include 
unusual features. Thomas F. Wallace, 
President of the Division, will convene 
the meeting at 8 o’clock Wednesday eve- 
ning. After the President’s address 
there will be a school savings pageant, 
directed by A. J. Gray, supervisor of 
the Los Angeles School Savings Bank 
Association. B. C. Forbes, editor of 
Forbes’ Magazine, will describe “How 
Savings Depositors and Bankers May Pros- 
per.” 

With 
count” as 


“The Value of a Savings Ac- 
their topic, the four leading 
contenders in a public speaking contest 
conducted by the Los Angeles Chapter 
of the American Institute of Banking, 
will compete for first prize to be awarded 
the speaker, who makes the best 
presentation. 


State Secretaries 
Section 


HE State Secretaries’ Sec- 
tion will feature the county 
organization as a means of 
promoting successful banking at 
this conference, which is to be 
called to order by Eugene P. 
Gum, secretary of the Okla- 
homa Bankers Association and 
President of this Section, on 
Tuesday afternoon at 2:30 
o'clock in conference room No. 
7 of the Los Angeles Biltmore 
Hotel. 
The county credit bureau, 
which has been employed ef- 
fectively by banks in Illinois, 
Missouri, Virginia and other 
states as an instrument for 
curbing the duplicate borrower, 
will be covered by Martin A. 
Graettinger, secretary of the 
Illinois Bankers Association. 
Miss Forba McDaniel, secre- 
tary of the Indiana Bankers 
Association, will discuss the 
county unit protective plan, or 
the county vigilante system that 
has been invoked to curb the 
bank bandits in Indiana and in 
the middle western states. 
Peter W. Goebel, president of 
the Liberty National Bank of 
Kansas City, will draw on his 
knowledge of banking gained 
from an active and rich experience of many 
years to inform the secretaries as to how 
“The Rising Cost of Doing Business” may 
be properly corrected. 
After each of the three addresses, there 
will be a general discussion to permit par- 
ticipation of all in the meeting. 


Lavish Entertainment Program 


T would be difficult to conceive of a more 

novel and lavish program of entertain- 
ment than has been arranged by the Los 
Angeles bankers for the visiting delegation. 
The general rule of the motion picture in- 
dustry which bars visitors from the studios 
during the production of screen plays is to 
be suspended on Thursday afternoon when 
the Hollywood studios are to be thrown 
open to the bankers and their families in 
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order that they may see how the movies are 
made. A barbecue in the vast Hollywood 
bowl is to follow and the day will be cli- 
maxed by the Grand Ball at the New Shrine 
Auditorium. 

All day outings to Catalina Island are 
planned for Friday and Saturday. 

The detailed entertainment program is as 
follows: 


Sunday, October 3 
2 :00—6 :00 P. M.—Automobile Touring. 


Monday, October 4 


2:00—6:00 P. M.—Reception, Tea and 
Fashion Show for Ladies at the Los 
Angeles Biltmore Hotel. 

7:00 P. M.—Subscription Dinner—Associa- 
tion of Reserve City Bankers. 


Wigginton Ellis Creed, of San Francisco 


Tuesday, October 5 


9 :45—10:30 A. M.—Orchestral Concert— 
Philharmonic Auditorium. 

6:30 P. M.—Subscription Dinner—National 
Alumni Association, American Institute 
of Banking. 


Wednesday, October 6 


9 :45—10:30 A. M.—Orchestral Concert— 
Philharmonic Auditorium. 

2:00—6:00 P. M.—Lawn Party for Ladies 
at the Los Angeles Country Club. 

6:30 P. M.—Incoming President’s Dinner to 
the American Bankers Association In- 
coming State Vice Presidents, the Pres- 
idents and Secretaries of State Bankers 
Associations and the American Bankers 
Association Staff—Music Room, Los 
Angeles Biltmore Hotel. 


September, 1926 


Thursday, October 7 


9:45—10:30 A. M.—Orchestral Concert— 
Philharmonic Auditorium. 

2:00 P. M.—Visit to Motion Picture Studios. 

5:00 P. M—Barbecue; Hollywood Bowl. 

9:00 P. M—Grand Ball; New Shrine Audi- 
torium. 


Friday, October 8 


9:00 A. M—AIl-Day Outing to Catalina 
Island. 

9:00 A. M.—Golf Tournament; Los Angeles 
Country Club. 


Saturday, October 9 


9:00 A. M—AIl-Day Outing to Catalina 
Island. 
1:00 P. M.—Visit to La Brea 
Pits Exhibit; Los Angeles 
Museum. 
2:00 P. M.—Bankers’ Day; 
Los Angeles Coliseum. 


Ample Hotel 
Accommodations 


HE Los Angeles Biltmore 
Hotel will serve as Con- 
vention Headquarters. 

Assurances have just been 
received from the Hotel Com- 
mittee at Los Angeles that 
ample accommodations may be 
had at all of the first class 
hotels in the city with the ex- 
ception of the Los Angeles 
Biltmore. The demands for 
reservations at the headquarters 
hotel have exhausted the rooms 
available but the congestion is 
limited to this one hostelry, it 
is stated. 

Eleven special trains are to be 
run to the convention city from 
various sections of the United 
States, while the demand for ac- 
commodations on the Faletonic 
Special from Chicago has been 
so great that the west-bound 
movement will be effected in 
several sections. With a vast 
number of bankers planning to 
make the trip overland in auto- 
mobiles, in addition to those 
who will depend on the regular 
modes of travel, it appears that 
there will be a large attend- 

ance at the fifty-second annual convention. 
The bankers in seven cities in the west— 
Salt Lake City, Spokane, Seattle, Portland, 
San Francisco, Oakland and San Diego— 
have made arrangements to entertain visit- 
ing bankers coming and going to the con- 
vention so that they may have an opportu- 
nity to see the points of interest in the west 
under the most favorable circumstances. 
Invitations have been issued by these 
seven cities to the American bankers to 
avail themselves of this tendered hospitality. 
Announcement has been made that com- 
mitteemen will be in waiting with auto- 
mobiles so that enjoyable tours about the 
cities may be made with a minimum of de- 
lay. As the local bankers are so intimately 
acquainted with the chief points of interest, 
they will be able to crowd each hour to the 
utmost with visits to representative places. 
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The Pendulum Is Swinging Away 
From Free Services 


By CLARK G. MITCHELL 


Vice-President, Denver National Bank 


Orgy of Spending to Popularize the Banking Institutions of 
the Country is on the Wane. Correct Service Charges Should 
Be Imposed by Clearing House Cooperation. Many Sources of 
Profit Now Overlooked. The Banker Should Stick to Banking. 


GREAT deal is being written to- 

day on the subject of bank ser- 

vice. Both sides of the question 

are being frankly discussed, and 
out of the many divergent opinions will un- 
doubtedly come a happy medium of service 
that pays, with the result that many banks’ 
present activities will be thrown in the dis- 
card. 

If the banker does nothing else but de- 
vote all his services to the financial assist- 
ance of his customers, he will fill a most 
important place in his community. If his 
customers are guided properly in their in- 
vestments, it will take all of one bank offi- 
cer’s time to keep properly posted to give 
this advice in a capable manner. If they 
are guided in matters pertaining to life in- 
surance, to budgeting of expenses, the ac- 
cumulation of a nest egg and the purchase 
of a home, a real service is performed by 
the banker. I am not one of those that 
believes a banker should tell a farmer how 
to raise chickens or other live stock, nor 
do I believe that banks should set up de- 
partments for advising people on a great 
many of the things of our daily lives that 
do not pertain in any way to finances. 


Size Overly Stressed 


OMPETITION today is _ probably 

keener than it has ever been in the 
history of banking, Too much stress is be- 
ing laid on the amount of deposits that can 
be accumulated by a banking institution. 
When banks are being discussed, the size is 
always based upon the deposits and the value 
of these deposits to the bank is often lost 
sight of. During the past few years every 
conceivable means has been employed to 
drag deposits into banks, so that today there 
is a definite migration of accounts from 
one institution to another with its conse- 
quent waste and a loss, to a certain extent, 
of confidence. Banks have advertised in all 
known mediums for checking accounts. 
They have educated the American public 
not to carry cash, but “to pay by check and 
have a receipt for the bill.” Now suddenly 
the banker has awakened and found that 
from 25 per cent to 60 per cent of his check- 
ing accounts are costing him money. If they 
are not, the service charge is properly ad- 
justed so that there is a margin of profit 
in the small account, and the bank retains the 
good will of the little depositor. An analysis 
of many banks’ business will disclose some 


Charge For It! 


HE sooner the banker 

realizes that his business 
must be conducted on a 
business basis and lays 
down the principle that ser- 
vice must be charged for at 
what it is worth, and then 
stands with his associates to 
demand the price, then only 
will the lower earnings show 
the necessary improvement. 
Cut-throat competition is 
being tempered and _ the 
banker is sticking more 
closely to banking and is 
less attentive to the services 
that are not absolutely 
essential to his business— 
G. MITCHELL. 


startling facts that are the result of the 
intensive advertising for checking accounts. 
It will be found that this 25 per cent to 60 
per cent of the bank’s total number of 
checking accounts will contain possibly not 
over 2 per cent to 10 per cent of the total 
bank’s deposits, and yet for the benefit of 
this 2 per cent to 10 per cent of deposits 
the bank will maintain a clerical force way 
out of proportion to the value of the busi- 
ness. It is true that the small checking 
account is of value to the customer and he 
should be allowed to maintain his account 
at whatever size he desires, but this service 
should be sold to him upon a basis on which 
the bank will not lose money. 

An attendant evil which always accom- 
panies the smaller checking accounts in di- 
rect proportion to their number is the short- 
check hazard. The number of checks re- 
turned every day to the clearing house has 
shown an appalling increase during the last 
few years. Some institutions are eliminat- 
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ing these accounts as rapidly as possible, 
and others are charging the offending ac- 
count with a fine of perhaps 25 cents for 
every check of this nature that has to be 
returned. Regardless of whether the bank 
is protected or not, or receives compensa- 
tion for the misuse of its checking accounts, 
the time of certain officers and bookkeepers 
is needlessly used to prevent serious losses 
from the short-check evil. 

If a bank has not organized an analysis 
department and figured out the cost per 
item handled, or the activity of its accounts, 
and then tacked on to it the overhead charge 
which must be borne by every dollar of 
deposits in the bank, it will be surprised to 
find that some of the accounts which are 
considered the best are costing money every 
month. Until these facts are ascertained, 
the customer cannot be convinced that he is 
being given an expensive free service with 
no possible compensation to his bank. 


Charge for Readiness to Serve 


is being paid on many bor- 
rowing accounts, sometimes even when 
they are borrowing, and no charge is being 
made for “readiness to serve” and the avail- 
ability of the credit line which has been 


‘ granted to the customer. 


Again competition for business has caused 
banks to put in a deposit collecting service 
where the deposits of outlying customers 
and many of those at an inconvenient dis- 
tance from the bank are collected by run- 
ners and credited to the customer’s account. 
Many banks even go to the expense of fur- 
nishing an armored car for the purpose of 
this collection or to disburse pay rolls, which 
have been laboriously made up at the bank 
ready for the bi-monthly pay day. I can- 
not see any justification whatever for either 
the collection of deposits or the assembling 
of pay rolls. If these services are desired 
by banking customers, a charge should be 
made for them which is adequate to cover 
the expense. 

Even with clearing house cooperation it is 
still necessary for many banks to supply 
their customers with imprinted checks with- 
out expense. Most customers now pay for 
the checks on an adopted scale, but there 
are still those old accounts that for many 
years have received their individual litho- 
graphed checks in pads or book form, for 
which the bankers do not dare to charge 
for fear of ‘osing the business. 
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Many good customers in a bank’s com- 
mercial department have received travelers’ 
checks at the bank’s cost. The same applies 
to letters of credit. In each case the ex- 
change departments of our banks are put to 
considerable expense in labor and stationery 
for the issuance of these instruments, and 
are entitled to reimbursement, which they 
frequently do not receive. 

On outgoing collections we charge 10 cents 
per item for handling, and on incoming items 
from non-correspondent banks a charge of 
1/10 of 1 per cent is made. Some banks 
do not make a handling charge against their 
customers on outgoing items, which results 
in the service of this department being classi- 
fied under the “free” list. Another free ser- 
vice that this department performs is han- 
dling notes for collection for customers, 
upon which there is cousiderable work in- 
volved, including the mailing of notices, 
figuring interest, writing letters, crediting 
accounts or remitting proceeds of collections. 


The Little Leaks 


HERE is a certain class of people who 

always go into a bank to do their per- 
sonal telephoning. We offset this to some 
extent with a pay telephone, but even now 
some customers of the bank, and even 
strangers, walk up to an officer’s desk and 
do their ’phoning. These calls average 2 
cents each, as all telephone exchanges have 
limited service. 

Many banks maintain a “personal service” 
department in which the services of expert 
stenographers are at the disposal of their 
customers. This is mostly limited to out- 
of-town customers. 

There is a continuous demand for en- 
velopes, and some people even go so far as 
to believe that stamps do not cost money. 
Of course a certain amount of courtesy and 
accommodation must be furnished to all cus- 
tomers of a bank, but there is very little 
reason why these accommodations should be 
offered to a greater extent than they are 
offered in other kinds of business organ- 
izations. 

Cashing checks for non-customers and 
strangers seems to be a necessary evil and 
is often a great source of loss. It is a ser- 
vice, however, that must be performed at 
times, and when it is performed it occupies 
a great deal of the time of the official staff 
in doing only what is common courtesy for 
the friends of depositors and correspondents 
without running the risk of serious losses 
when the checks come back. I do not know 
how this service can be avoided, but it 
should be kept down to an_ irreducible 
minimum. 

Many national banks have not come to 
the point of conducting a bond department 
through a subsidiary company. Neverthe- 
less, the officers are called upon to spend 
a great deal of time advising customers as 
to the soundness of investments which have 
been recommended to them on the outside. 
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Many times the investment or stock is be- 
ing sold by customers of the institution, but 
in the opinion of the bank officer it is not 
in any way suited for the investment need 
or means of the customer seeking advice. 

A widow with a small income from her 
securities should certainly invest in a very 
much different type of security than a busi- 
ness man who has definite earning power 
as well as more substantial assets behind 
him. The officer is placed in a most em- 
barrassing situation, which must be handled 
tactfully so as not to condemn unnecessarily 
a security and at the same time to guide 
the depositor toward the type of investment 
he or she should have. This is a service 
which the banks ought to render and ren- 
der without cost for the good of the com- 
munity and the good of the bank’s deposi- 
tors. But I am of the opinion that these 
same securities which the officer is able to 
recommend could be sold by the bank’s bond 
department at a definite profit to the insti- 
tution and the business directed into friend- 
ly channels. 

The reason this is not done is undoubtedly 
the fear of incurring a future moral lia- 
bility which I think exists in either case 
when the depositor has been advised by the 
officers of the bank. 

There is another service which is rendered 
by banking institutions which would permit 
the bank in the legitimate course of busi- 
ness to make an earning out of what is now 
a free service. This is the placing of fire 
and other types of insurance. Any large 
bank with a trust department gives out a 
considerable volume of insurance. It is 
especially true in city banks that not even 
a broker’s commission is taken for the in- 
surance that is placed on property con- 
trolled by the institution. I presume the 
reason for this is to maintain the good will 
of the insurance customers of the bank in 
the faint hope that their large contact will 
steer a great deal of business into its doors. 
No doubt to many bankers the amount of 
business procured by keeping out of the in- 
surance agency fields is as disappointing as 
it is to the writer. The placing of insur- 
ance is a definite financial service, and there 
is very little reason why that service should 
not be performed in such a way as to make 
at least expenses of handling. 


Placing Real Estate Loans 


ATIONAL banks are not allowed to 

make real estate loans on improved 
city property under the law for a period 
longer than a year, which keeps them from 
taking care of the demands of its customers 
for this type of credit. This condition will 
be corrected if the McFadden Bill is ever 
allowed to pass through Congress. In the 
meantime the national banks go on render- 
ing this service as well as possible for their 
customers by calling in the real estate man 
or by procuring a customer for the loan be- 
fore it is made, in which case the bank not 
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only performs the service in a less satis- 
factory manner, but passes up the opportu- 
nity of a commission to which it is entitled. 

The trust companies that have devoted 
their attention to loans of this nature not 
only find them a safe and profitable invest- 
ment of a portion of their funds and a 
method of obtaining good returns, but «lso 
find the real estate loan department is a most 
prolific source of new business and new 
friends for the bank. 

A safe-keeping department is conducted 
in many institutions without charge to its 
customers as a special service, so that the 
gratitude of the customer will ultimately 
end in the handling of a will or an estate. 
Oftentimes this department actually runs in 
competition to the safe deposit department 
of the bank, where charges are made for the 
rental of boxes. The safe-keeping depart- 
ment even goes further and agrees to clip 
coupons, depositing the proceeds in the cus- 
tomer’s account and otherwise keeping a 
record of the customer’s business. 


Free Service Orgy Ending 


HAVE named above only a few of the 

free services rendered by banks. I have 
not discussed the travel bureau, the storage 
of furs, the “save for a car” club, which 
ought to be the “save to spend” club, the 
free auditorium and writing room, or many 
of the other things that some bankers seem 
to believe are a necessary part of their ser- 
vice; but I believe that the orgy of spend- 
ing to popularize the banking institutions of 
the country is on the wane. The decrease 
in earnings of all of the banks, especially in 
the middle western territory, has forced the 
banker to reconsider many of his services 

Clearing houses are becoming more active 
and banks are agreeing to abide by neces- 
sary rules of economy. Clearing house co- 
operation is the only practical remedy for 
many abuses of services outlined above. 
This cooperation should take the form of 
an agreement on correct service charges and 
fair interest rates on balances of various 
types. Charitable and community donations 
should be handled through the clearing 
house, as well as the bulk of thrift and 
trust department advertising. Unsatisfac- 
tory customers leaving one bank should be 
listed, and the information imparted to the 
others so that other banks in the Clearing 
House Association are not troubled with 
the expense of opening accounts for custom- 
ers of this nature. 

The sooner the banker realizes that his 
business must be conducted on a_ business 
basis, and lays down the principle that ser- 
vice must be charged for at what it is 
worth, and then stands with his associates 
to demand the price, then only will the lower 
earnings show the necessary improvement. 

Cut-throat competition is being tempered, 
and the banker is sticking more closely to 
banking and is less attentive to the services 
that are not absolutely essential. 
7, Vie 
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Now LOOKIE EAH, 

HONeEY— WHaT's 

DE USE IN MAH 
RAISIN’ AND PICKIN” 
| cotton You ALL 


“In the Shade of the Sheltering “He's Off Again’ — Pease i “Back to Petticoa 
Sheaves’”—Reid for the Bell Syndicate Providence Journal Movement Needed”’—Ireland in the 
Columbus Dispatch 


“On Guard, Buddy’—Temple in the “Going Good Thus Far’—Kuhn in “The Long Green’ —Gregg in 
New Orleans Time Picayune the Indianapolis News Atlanta Constitution 


Com, 


“No Escaping It’—Williams in the “Just Stirring it Up”’—Sykes in the “Closing the Incident”—Sykes in the 
Los Angeles Examiner New York Evening Post Philadelphia Evening Public Ledger 
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Two Proposed Amendments to A. B. A. Constitution 


WO proposed amendments to the con- 

stitution of the American Bankers As- 
sociation are to be submitted to the fifty- 
second annual convention at Los Angeles. 

The first would enlarge the Administra- 
tive Committee by the addition of three new 
members, so as to give regular representa- 
tion on the committee to the respective 
presidents of the American Institute of 
Banking Section, the Clearing House Sec- 
tion and the State Secretaries Section. 

The second amendment enlarges the func- 
tions of the state vice-presidents, so that they 
will be charged with the duty of increasing 
and maintaining the membership of the 
American Bankers Association in their re- 
spective states. 


HE following amendment to Article 
VIII of the constitution, proposed by 
the Administrative Committee, is published 
by the Executive Manager in the official 
publigation of the Association preceding the 


annual convention, pursuant to Article XI 
of the constitution: 

Amend the second and third sentences of 
Article VIII of the constitution of the 
American Bankers Association so that they 
shall read as follows (new matter in italics; 
omitted word in parentheses) : 


“The Administrative Committee shall consist of 
four elective members of the Executive Council 
whose terms of office shall continue not more than 
two years during their terms of membership in the 
Council, and who at the time of their election shall 
reside in one of the Federal Reserve Districts not 
already represented on the Administrative Com- 
mittee; of the President, First and Second Vice 
Presidents and last liting ex-President of the 
Association; and of the Presidents of the National 
Bank Division, State Bank Division, Savings Bank 
Division (and), Trust Company Division and of 
the American Institute of Banking Section, Clear- 
ing House Section and State Secretaries Section. 
In the absence of the President of any Division 
or Section from any meeting of the Administrative 
Committee the First Vice-President of that Divi- 
sion or Section may act in his place. 


This proposed amendment has been ap- 
proved by the Administrative Committee 
and the Executive Council. The text was 


The Pacific Regional Trust Conference 


OPICAL discussions of practical prob- 
lems facing trust officers will feature 
the Fourth Regional Conference of Pacific 
Coast and Rocky Mountain trust companies, 
which is to begin on Sept. 30 and continue 
through Oct. 2 at Los Angeles. The con- 
ference, immediately preceding the regular 
annual convention of the American Bank- 
ers Association, will afford an opportunity 
for visiting bankers and trust officers to 
attend both of these meetings at one time. 
Governor Friend W. Richardson of Cali- 
fornia will express the greetings of the state 
to the visiting bankers at the conference 
after the formal opening of the sessions 
by Louis H. Roseberry, vice-president of 
the Security Trust & Savings Bank, Los 
Angeles, who will act as general chairman. 


HE program, as tentatively arranged, 

presents a wide range of trust subjects 
with the practical note predominating 
throughout the conference. The earnings 
of trust departments will be discussed early 
in the sessions. Roy W. Blair, trust officer 
of the California National Bank, Sacra- 
mento, will lead the discussion on the “Per- 
sonal Solicitation of Wills,’ while W. J. 
Kieferdorf, vice-president of the Bank of 
Italy, San Francisco, is to direct the dis- 
cussion of the “Ideal Organization of a 
Trust Department as to Personnel, Plan, 
etc.” 

It is expected that a prominent Detroit 
trust officer will address the conference on 
“Retailing and Sub-Dividing Land” and de- 
scribe how trust companies enter into this 
operation, which has been particularly suc- 
cessful in the automobile center. “Holding 
Non-Legal Investments in Court Trusts” is 
a topical discussion that will be led by 
Donald Myrick, vice-president, First Na- 
tional Bank of Santa Barbara, while E. L. 
Farmer, vice-president of the Title Insur- 
ance & Trust Company of Los Angeles, will 
direct a similar consideration of the highly 
developed business in California of “Escrow 
Practices and Safeguards.” Garrett W. Mc- 


Enerney of San Francisco, one of Cali- 
fornia’s outstanding lawyers, will deliver an 
address to the conference on a subject not 
as yet announced. 

The growing interest in the devélopment 
of the living trust will give liveliness to 
the topical discussion of “The Most Im- 
portant Requirements for Taking Living 
Trusts,” to be directed by Lane D. Webber, 
vice-president, First Trust and Savings 
Bank, San Diego. Considerations that should 
prompt, if ever, a corporate trustee from 
declining to accept executorships and trus- 
teeships under wills will be presented by a 
Salt Lake City trust officer. 


ARIETY is to be given to the program 

by a debate on the subject of “Resolved 
that Real Estate First Mortgages are Pref- 
erable to Bonds as Investments for Trust 
Funds,” in which trust officers from Spo- 
kane, Wash., and Oakland, Cal., are to par- 
ticipate. 

A Seattle trust officer is scheduled to dis- 
cuss “What Pitfalls Are to Be Avoided, 
Lessons Learned or Experience Gained in 
Trust Business,” while a Denver trust offi- 
cer is to lead the topical discussion of “How 
Far Should a Trust Officer Go in Suggest- 
ing Methods of Disposing of Property un- 
der Wills and Trusts?” 

Judge William R. Hervey, vice-president 
of the Pacific-Southwest Trust & Savings 
Bank of Los Angeles, will discuss the ques- 
tion of “Should There be a Written Code 
of Ethics Adopted by State and National 
Trust Company Associations?” and it is ex- 
pected that the views of many trust offi- 
cers will be expressed on this subject. 
“Potential Liabilities Faced by a Trustee in 
the Closing of Trusts” are to be enumerated 
by a trust officer from San Francisco in a 
topical discussion on this subject, while the 
“Planning of a Model Will from the Stand- 
point of the Testator, Executor and Trus- 
tee” is to be considered before the confer- 
ence is adjourned. A banquet is to be given 
on Saturday evening. 


published hitherto in the January, 1926, issue, 


._ second proposed amendment to the 
constitution, approved by the Executive 
Council at its meeting held May 5, 1926, 
has not been published previously in the 
Journal. It was presented by the Member- 
ship Committee to and approved by, the 
Administrative Committee. 

“Amend Article IV, Section 3, of the 
constitution, enlarging the duties of the 
state vice-presidents so that the second sen- 
tence thereof shall read as follows (new 
matter in italics) : 

“It shall be his duty to preside at meet- 
ings of the members in their respective states 
or at the time of the annual convention of 
this Association, and to enforce the rules 
and regulations of this Association as to 
such membership, and he shall be specifically 
charged with the duty of maintaining and 
increasing the membership of this Associa- 
tion in his state under the supervision of the 
Membership Committee.” 


Eleven Special Trains 


ITH the announcement that the Mis- 

souri Bankers Association as well as 
the Oklahoma Bankers Association will run 
a special train to the American Bankers As- 
sociation Convention at Los Angeles, it ap- 
pears certain that at least eleven special 
trains will be operated to California from 
the various sections of the United States. 

The Missouri Bankers Special will pro- 
ceed by the southern route to Los Angeles, 
with a stopover at El Paso, permitting visits 
to Juarez, in Old Mexico, and an auto-bus 
trip from Globe, Ariz., over the Apache 
Trail to Phoenix, with stops at the Roose- 
velt Dam, Fish Creek Canyon and other 
points of interest. The special will leave 
St. Louis at 10.10 p. m. on Sept. 29 and is 
scheduled to arrive at Los Angeles at 7.30 
a. m. on the morning of Oct. 3. 

Special cars from Iowa, Michigan and 
Nebraska are to be attached to the “Fall- 
tonic Special,” which will be operated from 
Chicago to the convention, with stopovers at 
Omaha, Colorado Springs, Glenwood Springs 
and Salt Lake City. 

A special party is being organized, under 
the direction of the Wisconsin Bankers As- 
sociation, to go to the convention over the 
Santa Fe route, leaving Chicago at 8 p. m. 
on Sept. 27. Arrangements have been made 
for a two-day trip over the Santa Fe trail 
and a stopover at the Grand Canyon. The 
party is due to reach Los Angeles at 2 p. m. 
on Oct. 3. 

As the Los Angeles bankers have planned 
to entertain the visiting delegates on Fri- 
day, Oct. 8, by showing them the scenic mar- 
vels of Catalina Island, the special return 
train that is to be operated by the North- 
ern Pacific Railway through the Northwest 
after the convention has been postponed one 
day. It will depart from Los Angeles at 
8 p. m. on Oct. 8 so that the visitors may 
spend the day at Catalina. The Los Angeles 
committee, which has arranged an extensive 
entertainment program, is making an appeal 
to all visitors to plan to remain at least 
through Friday, so they may not miss this. 
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How much of a bank's assets 


can Safely be invested in 
long-term bonds? 


VERY banker has the dual problem of keeping liquid 
and at the same time realizing all the income he can 
from his assets. 
Some earn a high return but invest too largely in local 
loans and discounts which are more or less slow. 


Some do not earn enough on their secondary reserve. They 
sacrifice income for more liquidity than they really need. 


There is a safe and profitable middle course for every in- 
stitution. It varies of course with changing conditions; it 
varies for different banks. But a proper equation can be formed. 

A workable plan can be made, suited to the needs of 
any bank, according to the nature of its deposits, loans or 
other assets. We have formulated such plans for hundreds of 
banks, many of which come to us periodically for readjust- 


ment to suit changing conditions. 


May we be of service to you? 


HALSEY, STUART & CO. 


INCORPORATED 


CHICAGO NEW YORK PHILADELPHIA DETROIT CLEVELAND 
201 South La Salle St. 14 Wall St. 111 South 15th St. 601 Griswold St. 925 Euclid Ave. 


ST. LOUIS BOSTON MILWAUKEE MINNEAPOLIS 
319 North 4th St. 85 Devonshire St. 425 East Water St. 610 Second Ave., S. 


When writing to advertisers please mention the American Bankers Association Journal 
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India Spurns Silver for Gold 


By JOHN PARKE YOUNG 


The Great Eastern Empire, For Generations the Largest User of 
Silver, Plans to Adopt the Gold Standard. American Silver 


Mines Probably Will Feel Effects. 


Become Stable. 


NDIA, which for generations has ab- 

sorbed large quantities of the world’s 

silver and thereby came to be known 

as a great sink where silver went, never 
to return, is now making plans to adopt the 
gold standard, according to recommendations 
of the Royal Commission on Indian Cur- 
rency and Finance. 

The report just issued recommends that 
after the gold standard has been established 
the government of India throw on the open 
market about 400,000,000 ounces of its huge 
silver reserve of approximately 530,000,000 
ounces. At present prices of silver the 
amount of silver to be disposed of repre- 
sents a value of about $260,000,000, and is 
more than twice the annual production of 
silver for the entire world. India would 
thus shift from the position of a large pur- 
chaser of silver to that of an important 
seller of the metal. The sale, according to 
to the plan, is to be spread over a period 
of about ten years. 


India Uses Third of All 
Silver Mined 


importance of the Indian market to 
the silver industry can be gauged from 
the fact that during the last fifty years be- 
tween 35 and 40 per cent of the world’s 
total silver production has gone into India 


and remained there. In the production of 
silver the United States ranks second, pre- 
ceded by Mexico and followed by Canada. 
In these neighboring countries a large per- 
centage of the capital is American, so that 
the recent development is of special interest 
to the United States. 

Publication of the report in August caused 
the price of silver to drop to its lowest level 
in over two years, and has led the silver 
producers of the United States to take meas- 
ures, enlisting the support of the govern- 
ment, to consider how to deal with the 
threatened depression in the industry. 

In order to understand the present situa- 
tion in India it is necessary to go back to 
1893, when the silver rupee was stabilized 
in terms of gold. Prior to this time the 
rupee fluctuated with the price of silver, 
much to the concern of importers and ex- 
porters who had payments to make or re- 
ceive in sterling or other gold currencies. 
Thus, as the price of silver fell from 1873 
onward, the gold value of the rupee was cut 
in half. 

In 1893 the government closed the mints 
to the free coinage of silver and fixed the 
gold value of the rupee at 16 pence, about 
32 cents in American money. The govern- 
ment bought and sold drafts at this rate 
so that the rupee was maintained at the 


Gold Prices Promise to 


Change Will Not Place Strain on Gold Stock. 


fixed rate, with only slight fluctuations un- 
til after the outbreak of war in 1914. The 
currency principles involved were those of 
the gold exchange standard. 

The value of the silver in the rupee was 
relatively high in comparison to the gold 
value of the coin. Thus not much of a rise 
in the price of silver was necessary to cause 
the coins to be melted down. However, the 
price remained low during this period and 
until after the outbreak of war. 


Rise of Silver During War 
Source of Trouble 


ARLY in 1916 the price of silver began 

to rise, and by the fall of 1917 had 
reached a point where the silver in the 
rupees was worth more than 16 pence, the 
gold par. 

Combined with this, large exports from 
India had been taking place as a result of 
war needs in Europe, creating a demand 
for drafts on India, so that the British 
government was finding it difficult to main- 
tain the exchange rate of 16 pence. 

Another disturbing factor was the scarcity 
of silver in India, which endangered. con- 
vertibility of the paper currency. The paper 
circulation had increased considerably after 
the outbreak of war, as the government sold 
drafts on India payable in rupees, so that 
the metallic reserve was low. The govern- 
ment did not desire to make the paper rupee 
inconvertible on account of public disturb- 
ances and other consequences which would 
have interfered with the conduct of the war. 

In order to relieve the situation, the United 
States Congress, this country having be- 
come a belligerent, in April, 1918, enacted 
the Pittman Act, which authorized the melt- 
ing of silver dollars to a maximum of $350,- 
000,000 and their sale to Great Britain at 
$1 an ounce. This measure was of consider- 
able assistance, but the price of silver con- 
tinued to rise and the excess of exports con- 
tinued to increase. 

In September, 1917, the government raised 
the exchange rate at which it bought and 
sold drafts to 17 pence per rupee. This was 
followed by successive rises until the high- 
est rate of 2 shillings 4 pence was fixed 
in December, 1919. (New York rates for 
rupees at that time were around 46 cents. 
The pound, of course, was depreciated, so 
that the rate of 2 shillings 4 pence did not 
represent 57 cents gold as normally.) The 
price of silver at that time was about at 
its maximum, and the silver in the rupee 
was worth about 46 cents in gold, compared 
with about 20 cents in 1914. 

With the fall in the price of silver in 1920, 
exchange rates for rupees also fell. New 
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York quotations for rupees fell from about 
50 cents in March, 1920, to about 23 cents 
in July of the following year. The rupee 
then experienced a gradual rise during the 
following years, and for about two years 
now has been fairly stable at about 36 cents, 


Gold Not to Circulate 


HE gold par provided in the report of 

the Currency Commission is to be 1 
shilling 6 pence, or about 36 cents per rupee. 
The nominal gold par of the rupee is at pres- 
ent still 2 shillings, or 48.66 cents, which was 
the rate fixed in 1920, at which sovereigns 
were legal tender. This rate obviously has 
little practical significance at the present 
time. 

The new standard, referred to as the “gold 
bullion standard,” does not contemplate the 
circulation of gold coin. The actual circu- 
lating medium will continue to be silver 
rupees and paper currency notes, as at pres- 
ent. Stability with gold is to be obtained 
by having the currency redeemable directly 
in gold, but only in large quantities of gold. 
Redemption is to take place in quantities of 
not less than 400 fine ounces, which is about 
$8,268. 

This is following the precedent set by 
Great Britain in April, 1925, when the gold 
standard was reestablished there. Since that 
time the Bank of England has been relieved 
of the obligation of redeeming its notes in 
gold in amounts less than 400 fine ounces. 
The purpose of this measure in Great Brit- 
ain was to discourage the circulation of gold 
coin in the interests of economizing the metal. 

In India, however, the circulation of gold 
is rejected, among other reasons, for the 
purpose of discouraging as far as possible 
the habit of hoarding, which has been preva- 
lent throughout India from historic times. 
Hoarding and an extensive circulation of 
gold are wasteful and expensive. If the 
people must hoard, it is preferable that they 
hoard silver rupees, which are token coins 
containing less than their face value of 
silver. 

Another consideration of importance which 
induced India to reject gold circulation was 
the possibility that a gold currency in a 
country of the type and magnitude of India 
might put a severe strain upon the world’s 
gold reserves, with resulting undesirable 
effects upon credit conditions and the price 
level.. The commission considered in this 
connection the possibility of a prolonged fall 
of prices and the needs for gold for pur- 
poses of currency reconstruction in Europe. 

The contemplated shift to the gold basis 
in India would not be as disastrous to 

(Continued on page 181) 
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» "GOOD WILL — 
THE DISPOSITION OF A. 


RETVRN TO THE PLACE 'A 
WHERE HE HAS BEEN 
WELL TREATED” 
Definition of good will by 
Us. Court 


O create and maintain good will, your invest- 
T ment house must fulfill your expectations year 
after year. It must offer securities that measure 


up to a standard based on the highest conception of 
responsibility. It must work in your interests contin- 
uously by advising you. accurately to the best of its 
experience and ability. For 33 years we have been 
rendering a financial service built 
on these principles. 


A. G. Becker & Co. 


137 South La Salle Street, Chicago 
Telephone Randolph 7480 


NEW YORK ST. LOUIS MILWAUKEE MINNEAPOLIS SAN FRANCISCO 
SEATTLE PORTLAND SPOKANE 
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The Growing Legion of Bank 


Owners 


By REUBEN A. LEWIS, JR. 


American Banks Now Have 1,400,000 Shareholders and the 
Trend Is Toward a Wider Diffusion of Ownership. Nation’s 
Largest Banks Have Thousands of Stockholders. Commission- 
ers Favor Closely Held Small Banks for Protection of Public. 


ANKING is following the trend of 

the times toward a wider diffusion 

of ownership in the major enter- 

prises of America. More than 
1,400,000 now hold shares in national and 
state banks, according to estimates based on 
complete figures for the national banking 
system and partial returns for the state- 
chartered institutions. 

So far has the “peopleization of indus- 
try” gone in the banking field that one out 
of every eighty-two Americans is now a 
shareholder in a banking institution. 

While the popular notion has persisted 
that the largest banks and trust companies 
in the United States are closely held, an 
inquiry reveals that these institutions are 
owned by thousands of stockholders. What 
is more significant is the fact that the list 
is steadily but slowly growing year by year, 
especially among the banks in the largest 
centers. It would appear that the general in- 
vesting public is paying more attention than 
ever before to bank stocks as profitable in- 
vestments. The activity has become so pro- 
nounced in New York that about twelve or 
fifteen brokers specialize in selling and buy- 


ing bank stocks, while at least one firm deals 


exclusively in the shares of banks and finan- 
cial institutions. 


Banking’s Seven Billion 


HE immense amount of money that has 

been plowed into the American bank- 
ing business now exceeds $7,400,000,000, but 
more than half of this sum—or about 
$3,800,000,000—represents surplus earnings 
and undivided profits that the owners of 
banks have set aside to give further pro- 
tection to the funds that depositors intrust 
to the banks for safekeeping, and to afford 
more capital to permit a wider scope of 
banking operations. Banking is notable for 
the portion of earnings that is turned back 
into the business rather than paid out in 
the form of dividends. And bank stocks 
are unique in thtat the shares of national 
banks and those of state-chartered institu- 
tions in thirty-nine states carry a statutory 
double liability, and thus, in event the capi- 
tal of the bank is impaired or lost, the 
stockholders may be called on to subscribe 
an additional amount equal to the face value 
of their stock. 

This risk necessarily means that a stock- 
holder looks for a higher return from his 
investment in bank shares than may be ob- 
tained from the issues of corporations, where 


Many Owners 


ONE out of every eigh- 
ty-two Americans 
owns an interest in a na- 
tional or state bank. Our 
largest financial institutions 
have thousands, instead of 
a few owners. In common 
with the other great busi- 
nesses, banking, a seven bil- 
lion dollar industry, finds 
there is a gradual, but 
steady diffusion of owner- 
ship. Women probably hold 
a quarter of the shares of 
our national banks and rep- 
resent the largest class of 
silent partners. Bank com- 
missioners, as a rule, favor 
closely held small banks. 
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his liability is limited. For, if a bank sus- 
tains heavy losses, the stockholders stand to 
lose not only what they have invested in the 
stock, but they may be forced to put up 
as much more in an assessment. These mis- 
fortunes have been rare in the case of the 
larger banks, but in times of stress, such as 
the Middle West witnessed during the post- 
war depression, they have had a live real- 
ity. It will never be known what part of 
their fortunes the stockholders of banks 
sacrificed in rallying to save banks that were 
in peril, because the raising of funds in this 
manner is generally done as quietly as possi- 
ble and is unattended by any publicity. 
While this risk has not made bank stocks 
as desirable as other securities in this way, 
it has not deterred investors, who are ac- 
quainted with the management of these in- 
stitutions, from volunteering to assume the 
burden. George Washington was a stock- 
holder in the Bank of Alexandria, which 
was established by the Virginia General 
Assembly in 1792, where the owners were 
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liable in proportion to their holdings in the 
event the bank’s debts ever ran four times 
the capital. The liability applied to the 
stockholders only when the property of the 
directors was not sufficient. 

This distinctive characteristic of bank 
stock has not placed much of a check on 
the legion of shareholders. Indeed, the 
ranks are growing steadily larger year by 
year. This trend has not come to light 
much, because the banks have considered 
generally that the names of their stockholders 
were more or less a strictly private matter. 
So, it may be said in passing, there has 
not been a great deal of data to throw light 
on the phase of the national movement that 
is making America a nation of capitalists. 


The Widening Circle 


HE most striking indication of the con- 

stantly widening circle of bank owners is 
afforded by figures showing the number of 
shareholders of the national banks. For, 
quite frankly, most of the states have not 
taken the trouble to cast up a total of those 
who own stock in the banks operating un- 
der their supervision, so this must be left 
to careful estimates. In 1917 the Comp- 
troller of the Currency, a man who bore 
a reputation for prodigious inquiry, dug into 
this question. He revealed in his annual 
report that there were 459,619 shareholders 
in the national system, which at that time 
embraced about 7635 institutions. The latest 
returns—for 1925—disclose that the number 
of owners of the 8000 national banks is 
600,251. 

Thus, within less than a decade, the aver- 
age number of stockholders in each national 
bank has grown from fifty-nine to seventy. 
While this increase is not revolutionary in 
any sense, for regard must be had for the 
fact that the capital of these banks has been 
enlarged, it conforms to the general experi- 
ence of other businesses, which have scat- 
tered their stocks among more people. This 
“silent revolution”—as the change in invest- 
ment habits is phrased by some—has pro- 
gressed to the point now where it is esti- 
mated that we have as many individual 
owners of corporate securities as of auto- 
mobiles—or more than one out of every six. 

The state banks, being newer than the 
nationals as a rule, have not attained such 
a wide distribution of stock. 

The bulk of bank stock is owned by men, 
but women form a big class of the silent 
partners in banking—probably more than is 
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generally appreciated. While a woman on 
the directorate of a bank is pretty much of 
a rarity, the Comptroller of the Currency 
reported that women in 1917 owned more 
than a fourth of all the national bank shares. 
In the eastern and New England states, 
women held more than a third of the na- 
tional bank stock. It is understood that the 
distribution of stock has remained more or 
less unchanged in later years. 

As the holdings of women are smaller 
in the newer sections of the country, it is 
indicated that the ownership of shares is due 
more largely to inheritance than to out- 
right purchase. In the older sections it has 
sometimes been observed that a real quorum 
of the stockholders could only be obtained 
if the meeting were convened in a cemetery. 


The Range in Ownership 


VAST convention hall would be re- 

quired to hold all of the shareholders 
of the bank having the largest number of 
owners. A telephone booth would provide 
an adequate place of assembly for the small- 
est—which is to say that the circle of stock- 
holders will range from around 14,000 to the 
one-man bank. There is a record in a south- 
ern state of a lone individual holding all 
of the stock of a state-chartered bank. The 
bank having the greatest army of stockhold- 
holders is not located in New York, as might 
be supposed, but on the Pacific Coast, where 
it operates a network of branch banks. 

In between these two limits the other 
banks of the country will be found. The 
average national bank has about seventy-five 
shareholders, while the average state bank 
appears, judging from the estimates supplied 
by the state bank superintendents in a num- 
ber of states, to have about forty-five. 

As might be expected, the holdings of the 
national bank share owner in the big cen- 
ters are larger than those of the stockholder 
in a country bank. In 1917 the average 
national bank shareholder held 20.4 shares 
in country banks, 21.2 shares in banks in 
reserve cities, and 74.7 shares in the cen- 
tral reserve cities. For the whole United 
States the average share owner held 24 
shares. In the older sections—in New Eng- 
land, the East and the South—there was a 
more general distribution. In the middle 
and western states the stock was more close- 
ly held, and on the Pacific Coast the aver- 
age stockholder was the possessor of 36.3 
shares. 

There is little reason to believe that these 
same conditions have been much “altered 
since then, except that the army of share- 
holders has been enlarged. 


Owned In Community 


GLANCE at the names of those con- 
stituting the board of directors in al- 
most any bank will reveal that the most 
successful and highly respected business men 
in the community are the holders of bank 


stock. It is this participation that doubt- 
less accounts for the wholesome respect that 
the average American has for the bank and 
makes him willing to intrust his funds to 
the institution for keeping. While banks 
generally seek to have for directors men in 
the various lines of business, the board gen- 
erally reflects the principal industries in the 
proximity of the bank. 

In the rural districts the farmers hold a 
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prominent role as bank directors. In Kan- 
sas, for instance, farmers own more than 
a third of the bank shares of all the state 
banks. Out of a total of 1003 state banks, 
943, having a total capitalization of $23,- 
885,000, reported that they had 20,033 stock 
holders. Of this number, 7687 were farm- 
ers. Asa rule, banks are principally owned 
by people in or near the community in which 
the bank is located, but the United States 
has a few chains of banks, and in some 
states there are branches where the prin- 
cipal owners live in the larger cities of the 
state. 

One of the characteristics of the American 
system of independent unit banks is that 
there is community control, and this applies 
to the overwhelming majority of the char- 
tered banks. 


Thousands Own Big Bank 


HILE there was a time when the 

ownership of the largest banks in the 
country was generally believed to be con- 
centrated in the hands of a few, this day 
has passed, and the number of stockholders 
is gradually getting larger. 

To find out the extent to which the diffu- 
sion of ownership is proceeding, the writer 
asked the presidents of twenty-five of the 
largest banks in the United States if they 
would furnish the total number of their 
shareholders for the past three years. The 
response indicated that the general tendency 
was for a slightly wider distribution each 
year. Sharp gains in certain years were due 
to mergers or the purchase of other banks, 
in which the number of shares was enlarged 
and stock exchanged. 

Combining the total number of stockhold- 
ers of twenty of the largest banks, it was 
found that there was a total of 54,956 share- 
holders in 1924, 57,612 in 1925 and 64,867 
in 1926. 

The banks included in these totals are the 
National City Bank of New York, the Chase 
National Bank of New York, the National 
Bank of Commerce in New York, the Guar- 
anty Trust Company of New York, the Con- 
tinental and Commercial National Bank of 
Chicago, Union Trust Company of Cleve- 
land, Corn Exchange Bank of New York, 
American Exchange-Pacific National Bank 
of New York, Central Union Trust Com- 
pany of New York, Bankers’ Trust Com- 
pany of New York, First National Bank of 
Chicago, First National Bank in St. Louis, 
First National Bank of the City of New 
York, the New York Trust Company, the 
Illinois Merchants’ Trust Company of Chi- 
cago, the Irving Bank-Columbia Trust Com- 
pany of New York, First National Bank of 
Detroit, the Cleveland Trust Company of 
Cleveland, Hibernia Bank and Trust Com- 
pany of New Orleans, and the Equitable 
Trust Company of New York. 

If the increases in capital, due to the 
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acquisition of other banks, were eliminated, 
it is clear that the annual increase in the 
diffusion of ownership would probably not 
run in excess of 5 per cent annually. It 
appears to be almost invariable that each 
increase of capital brings in more stock- 
holders, despite the fact that the old stock- 
holders are given the right to subscribe for 
the new capital issues. 

It is not always an easy matter to en- 
large the circle of stockholders, even though 
the executive officers might wish to achieve 
this end. The scarcity in the supply of the 
stock makes this difficult. The distribution 
of estates accounts for the increase in a few 
of the largest banks, where there has been 
a comparatively high concentration of own- 
ership. When shares in banks that are close- 
ly held come into the market, it would ap- 
pear to be the present practice to split them 
up among as many people as possible. 


Congress Favors Diffusion 


ONGRESS evidently believes that it 

would be in the public interest for bank 
shares to be held more widely among the 
investors. 

At the last session of Congress the Sen- 
ate Committee on Banking and Currency 
added an amendment to the McFadden bill 
permitting national banks to issue shares 
having a smaller par value than $100 each. 

Senator Glass of Virginia sponsored the 
amendment at the suggestion, it is under- 
stood, of Virginia bankers, who thought 
that national bank shares could be more 
easily acquired by the small investors if the 
par value might be reduced. In the jargon 
of Wall Street, national bank shares are 
called “rich men’s stocks,” because a single 
share may have a market value running 
above a thousand dollars. For instance, a 
single share of the First National Bank of 
the city of New York is currently quoted 
above $2,700, and there are other bank stocks 
that sell for more than ten times their par 
values. By permitting the federally char- 
tered banks to split up their shares into 
smaller issues, it is insisted that this will 
tend to bring them within reach of the 
smaller investors and make it possible for 
a bank to increase the roster of those who 
have a material interest in the welfare of 
the bank. 

The sale of smaller units is not an experi- 
ment. In several of the states banks may 
adopt par values of less than $100. In Dela- 
ware, state banks have shares of $50 and 
$100. An analysis of the proportionate dis- 
tribution of the two classes reveals that the 
lower-priced stocks are somewhat more 
popular. The comparative figures, supplied 
by the state bank commissioner, are: 


Par No. Stock- 
Value Capital holders 


$50 $4,130,000 2567 32.17 
$100 $3,096,600 1941 15.95 


In Maryland the par. value of stocks 
ranges from $10 to $100, while stock of 
trust companies is issued in $25, $50 and 
$100 denominations. There seems to be a 
very stable market for bank shares in Mary- 
land, the state bank commissioner asserts. 
In some of the country banks, even with a 
low par value, it is at times difficult to ob- 
tain shares enough for a new director to 
qualify. (Continued on page 183) 
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Burroughs 


The Numerical System 
Is 100% Efficient 


Hundreds of banks in all parts of the country 
have demonstrated that any bank—no matter 
how small—can save time and labor by the 
adoption of the Numerical Transit System. 


To assist in placing complete information regard- 
ing this system before banks, the Burroughs 


Company has prepared a portfolio the cover of 
which is illustrated on the opposite page. This 
portfolio describes the “Code,” “Block,” “Auxiliary 
Sheet” and “Combination” plans—four ways of 
using the Numerical System. 


We believe this interesting book contains infor- 
mation that will help you in handling your 
transit work. Ifyou would like to examine it, call 
the nearest Burroughs office or mail the coupon. 


It has not been possible to produce this port- 
folio in large quantities. Each Burroughs 
representative has been supplied with one 
copy that he will be glad to review with you. 


Burroughs Adding Machine Company 
| 6572 Second Blvd., Detroit, Michigan 


Please have your representative show me a 


BURROUGHS ADDING MACHINE COMPANY portfolio describing the Numerical System. 
DETROIT, MICHIGAN 
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Effects of the Boycott on Banking 
and Business in Mexico 


By ROSCOE WATTERSON 


Agricultural, Mining and Industrial Production Has Been 


Depressed. 


Responsible for a Slump in Exchange. 


Heavy Importations of the Necessaries of Life 
The Decline in Bank 


Deposits. Stock Market is Paralyzed. Decline in Value of Silver. 


HE results of the enforcement of 

the Mexican religious laws have 

been of two different kinds: politi- 

cal and economical. The nature 
of this article does not allow a discussion of 
the former. It will suffice to state that 
battles have occurred everywhere between 
government forces seizing churches and 
citizens defending them. Of this little is 
known in Mexico, since the press is under 
the strictest censorship. In the state of 
Jalisco alone about 100 people have been 
killed in religious riots and close to 1000 
people thrown in jail. Hundreds of persons 
of the best kind, men and women, have been 
in jail in Mexico City for criticizing the 
government’s attitude. The political result 
of the conflict, however, has a strong influ- 
ence upon the economic side of the question. 
In other words, lack of confidence in busi- 
ness and the future of the country is preva- 
lent again. 

The economic situation in Mexico at the 
outbreak of the present conflict was ex- 
tremely critical. Outrages of armed bands 
under the banner of “agrarism” continued 
to be perpetrated upon properties where 
some work is being done, thus reducing the 
size of the crops .and increasing misery. 
Country people continue to be herded in 
the cities, since respect for life in country 
districts is small and respect for property 
is non-existent. There has been a great in- 
crease in unemployment and begging. 


A Plague of Locusts 


PLAGUE of locusts, which for two 

years has been devastating the south- 
ern section of Mexico, has increased, be- 
cause the special taxes for the extermination 
of the plague are diverted. The farmers in 
that section are idle. To make matters 
still worse, the rainy season this year has 
been disastrous. The richest agricultural 
sections of the country have been under 
water for some time, with the consequent 
destruction of crops. The cattle industry is 
relatively prosperous in the vicinity of cities 
where military protection is more or less 
assured, but in the country sections it is 
dead. Mining in some sections has been 
revived, but is working, under the usual 
labor troubles, on a limited scale. 

The result of such a critical situation of 
the principal industries of the country has 
been the necessity to import from foreign 
countries the most necessary articles for hu- 
man subsistence. American brands of food 


Ambassador Sheffield, left, reports to 
Secretary of State Kellogg on Mex- 
ican developments. 


products, for which Mexico was famous as a 
producer in former years, are now sold 
everywhere in Mexico at high prices because 
domestic production has stopped. Heavy 
importations have been responsible for the 
slump in Mexican exchange, which has been 
registered for several months and which the 
newly created Bank of Mexico has tried to 
uphold at a heavy expense for the govern- 
ment. The balance of payments of Mexico 
is very much against the country, a fact 
that is not revealed in government statistics 
where the commercial value of all exports 
are taken against the value of imports. The 
benefit accrued to Mexico from the exporta- 
tion of its mining products, including oil, 
is only the wages paid to laborers and taxes 
paid to the government. 

Notwithstanding the necessity for import- 
ing on a large scale even the most neces- 
sary articles for human life, the volume of 
American goods exported to Mexico had 
already shown a declining trend before the 
beginning of the religious conflict. This 
was due not to increased production in Mex- 
ico, but to decreased purchasing power in 
that country on account of conditions pre- 
vailing. The following table shows the fig- 
ures confirming the above statement: 

Exports from the United States to Mexico 
1925 1926 


$11,910,583 $11,076,475 
11,536,164 12,041,366 
14,977,099 12,471,537 
13,378,992 12,700,000 


$51,802,838 8 


$48,289,378 
Effect on Banking 


ANKING transactions during July, the 
month which characterized the religious 
activity which preceded the closing of 
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churches, fell in the amount of 3,233,999 
pesos,. which, is important in view of the 
total volume of operations, which amounted 
to 38,749,435 pesos. 

Such was the economic situation of Mex- 
ico when the religious laws were enacted. 
The intellectual religious groups, using the 
only weapon available to them under the 
circumstances, declared an economic boy- 
cott. People abstained from all amusements, 
from buying luxuries, from riding in auto- 
mobiles, from patronizing enterprises where 
employees belong to the government politi- 
cal group, from paying taxes, etc. The 
effect of the boycott was instantaneously 
felt. Automobile importation has decreased 
at the rate of three to seventy-five. In Mex- 
ico City the theaters and movies are almost 
deserted. One comedy theater and several 
moving-picture houses have already closed 
down for lack of patronage. On Sunday, 
July 15, the most important moving-picture 
house of Mexico reported a profit of eight 
pesos only. A high-class comedy company, 
wishing to close its business on account of 
poor audiences, gave a benefit performance 
for its leader, a very prominent Mexican 
actor. The balance left after paying ex- 
penses amounted to two pesos ($1). Reli- 
able estimates place the number of auto- 
mobiles retired from circulation at 6000. 

The situation in other districts is much 
worse. Whole towns are draped in black, 
and nobody goes out unless it is absolutely 
necessary. From an economic standpoint, 
the states of Puebla, Jalisco, Michoacan and 
Guerrero are absolutely dead. This has 
aggravated a very serious situation already 
existing there. 


Stock Market Shrivels 


io Puebla teachers have not been paid in 


two years, and in Vera Cruz 
no salaries have been paid to teachers 
in several months. The Mexican stock 
market is absolutely paralyzed. One or two 
operations are registered in a day. Silver 
exchange has gone to pieces. Discount of 
silver against gold has reached 4.50 per cent, 
a most discouraging feature in the retail 
business, where all payments are made in 
silver. Banks have lost 10,000,000 pesos in 
deposits, according to reliable estimates. 
The economic situation presents such a 
gloomy aspect that the Minister of Finance 
has appointed a committee of experts, repre- 
senting all important banking and _ financial 
(Continued on page 178) 
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At the Great Ports of the World— 
At the Railway Stations of Foreign Cities— 
Where assistance is needed most— 
The troubled traveler will always find— 


The Helpful Hand of a Great Service 


It is doubtful if there is another personality, in all the world, so well 
known to travelers, so welcome to travelers in trouble, as these uni- 
formed men of the American Express Company. Their fame is inter- 
national. Familiar with the details of foreign customs, of dominating 
influence everywhere, their presence is a guarantee of intelligent, 
courteous assistance—endless in its variety, constant and efficient— 
wherever and whenever assistance is needed. 


Banks everywhere, appreciating the value of this Service, assure it to 
their traveling patrons to the fullest extent when they sell them 
American Express Travelers Cheques. The protection which these 
Cheques give the traveler against the loss or theft of his funds—and 
that they are spendable and acceptable everywhere—are well estab- 
lished facts. Safe Money plus Timely Service are assured through 


AAMERICAN ExprREss TRAVELERS CHEQUES 
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Bankers to:See Movies in the Making 


By G. G. GREENWOOD 


Vice President and Manager, Hollywood Branch, Security Trust & Savings Bank, Los Angeles 


HEN the fifty-second annual conven- 

tion of the American Bankers Asso- 
ciation adjourns it is: going straight to 
Hollywood. 

The time is past when it is easy to get 
inside of the “sunshine factories” where are 
made the pictures that move. About the only 
persons who get over on the other side of 
the fence now are Swedish crown princes, 
United States. senators and bank officers. 
Oct. 7 will be given over exclusively to the 
latter. Studio officials have promised that 
they will throw open wide the gates on that 
day, so that the visiting bankers and their 
families may see just how the pictures are 
made. Famous stars and directors will be 
at work. It will be an interesting sight. 

The visit to the studios will be preceded 
by a big barbecue in the famed Hollywood 
Bowl, where many of the noted cowboys of 
the “Westerns” will “do their stuff” on the 
mammoth stage. 

At the risk of disappointing you, I will 
say at the outset that there is no such thing 
as a motion-picture colony and that Holly- 
wood is not a place set off to itself. It is a 
part‘of Los Angeles. If it were a separate 
municipality it would be about the size of 
New Bedford, Youngstown, Grand Rapids 
or Dayton. Like these cities, it is a thriving 
industrial center but unlike them there isn’t 
a smoke stack in the entire place. It is en- 
tirely possible to ride from one end of the 
community to the other, along its main thor- 
oughfare, Hollywood Boulevard, and never 
even suspect that it is the principal produc- 
tion center of the fourth or fifth largest in- 
dustry in the United States, with a total 
output valued at approximately $170,000,000 
a year. 

As a matter of fact, nineteen out of Los 
Angeles county’s twenty-three motion-pic- 
ture studios are located in Hollywood. The 
twenty-three studios make 85 per cent of 
America’s films and Hollywood’s studios 
make 75 per cent of the 85 per cent. The 
best known of these are: Christie, Para- 
mount (Lasky), Fairbanks-Pickford (re- 
cently acquired by Joseph Schenck), Chap- 
lin, Metropolitan, Fox, Warner Brothers, 
Universal and First National. The last two 
named are just over the hills from Holly- 
wood proper, but are closer to it than any 
other large community. Most of their per- 
sonnel live in Hollywood. 

The picture industry in its three divisions 
of production, distribution and exhibition, 
employs as many people as the automobile 
industry. Twenty-five thousand, working in 
the production division, live in Hollywood. 
The ramifications of this one branch is evi- 
denced by the fact that but 10 per cent of 
the 25,000 are engaged in acting before the 
camera. Camera men, costume designers, 
stage carpenters, musicians, sculptors, elec- 
tricians, scene painters, film developers, art 
titlers, title printers, scenario, publicity and 
title writers, are but a few of the large 
“supporting casts” which cooperate with the 
directors and actors in producing some 500 
feature and 1500 short reel subjécts -a year 


Looking over a Section of Hollywood from the Fairbanks-Pickford Studio. 


in Hollywood. They make up a total of 
about 250 producing companies working in 
the nineteen studios. The weekly payroll 
averages a million dollars, and although 
the huge salaries reputed to be received 
by the stars are not mythical, the 10 per 
cent who appear before the camera do 
not receive the greater part of the million 
dollars. Hollywood banks vie with each 
other in securing the accounts of the great 
army of studio workers whose faces never 
appear on the screen. 

Is it any wonder then, with the presence 
of this great and prosperous industry, that 
Hollywood is today twenty times larger 
than it was when the first studio was es- 
tablished in 1911, and that it has thirty- 


- and their families. 


three banks now where but two sufficed fif- 
teen years ago? 

Representatives of the Hollywood Clear- 
ing House Association are making their 
plans so that “Hollywood Day” will be 
ever a happy memory of the fifty-second 
annual conclave of the national banking fra- 
ternity. The motion-picture industry, which 
has constant demands on it from all sorts 
of groups, associations and conventions, is 
going out of its way to receive the bankers 
The great sets will be 
thrown open and the great stars may be seen 
in action before the camera. Afterward, 
local bankers will take their guests for 
scenic drives through Hollywood and Bev- 
erly Hills. 


Will Work Within the A. B. A. 


ALTER W. HEAD, president of the 


Omaha National Bank of Omaha, 
Neb., announced on Aug. 29 his resignation 
as Chairman of the Committee of One Hun- 
dred recently organized to carry on a nation 
wide campaign for the enactment of the 
McFadden Bill with the so-called Hull 
Amendments designed to restrict the exten- 
sion of branch banking. 

“I am emphatically in favor of this legis- 
lation,” said Mr. Head. “I consider. its 
passage by Congress absolutely essential for 
the preservation of our national system of 


independent banking. Events since the or- 


ganization of the Committee of One Hun- 
dred have-led*me to béfeve that it is my 
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particular duty to work within the ranks 
of the American Bankers Association to 
make effective the policy agreed upon at 
the Chicago convention in 1924 by unan- 
imous vote. The Association assumed a 
position specifically and emphatically for the 
McFadden Bill with the Hull Amendments. 
As a former President of the Association, 
as the presiding officer of the 1924 conven- 
tion, I am convinced that I can render a 
more satisfactory service within the ranks 
of the Association than by the direction of 
an outside activity. The Committee of One 
Hundred will continue its efforts for the 
passage of the McFadden Bill with the Hull 


: Amendments.” 


STORIES OF COLUMBIA SERVICE—No. VI 
SOAP MANUFACTURE—A PREMIER OHIO INDUSTRY 


Packing a popular household brand in the plant of a 
leading Ohio soap manufacturer. (From a photograph.) 


Soaps famous in homes throughout the country, and soaps enor- 
mously used by laundries, hotels, railroads, office buildings, factories 
and institutions, are made in Ohio in infinite variety. Ohio ranks 
second among the States in production of soft soap and fourth in 
production of hard soap, and employs more than one-sixth of all 
the wage-earners working in soap factories in the United States. 


Concentrated in the districts of Ohio served by Columbia System, 
including Cincinnati, Dayton and adjacent territory, are a score of 
manufacturers producing soap for every purpose. from the daintily 
scented cake for my lady’s toilet to that which cleanses the garage 
mechanic's greasy hands and garments—flakes, chips, powder, paste 
—soft soap, liquid soap in barrels—abrasive and non-abrasive 
soaps, cleansing and polishing preparations. In this region, the 
center of the industry, more soap is manufactured than in four lead- 
ing soap making cities in the country combined. 


In the manufacture of soap, as in numerous other substantial indus- 
tries, the territory served by Columbia System has established itself 
as a dominant center of production, with markets throughout the 
country. In supplying light, heat and power to the soap manu- 
facturers, Columbia System renders a fundamental service in the pro- 
duction of an article used everywhere. every day. 


This is the sixth of a series of advertisements 1n which we propose to give you 
detailed information of the services performed by Columbia System companies for 
these communities, their industries and their homes. Investment in Columbia 
System securities is, in-a real sense, investment in the marvelous Ohic Vailev 


COLUMBIA GAS & ELECTRIC COMPANY 


OFFICE of the 61 BROADWAY 
PRESIDENT NEW YORK 


Letters From a Banker to His Son 


By Roy L. BONE 


State Bank Commissioner of Kansas 


From Jerome Barton, President of the Farmers and Merchants 
Bank at Petersburg, to His Son Theodore, Who is Cashier of 
The Citizens Bank at Clinton. Theodore Has Won His Father’s 
Good Graces by the Way He Handled O. Jason Lotabull. 


PeTersBurG, August 30, 1926. 


Y DEAR THEODORE: 

Your letter came this morning 
and I was quite a bit amused at 
what you had to say about your 

visit with Mr. O. Jason Lotabull. It seems 
that he played true to form and went through 
all the stunts I wrote you about, so you'll 
have to admit that I’m still a pretty good 
guesser. Anyway I’m glad you handled him 
the way you did for you have saved your 
customers a lot of grief to say nothing of 
the money they might have tied up in a 
questionable investment. 

I had an inkling of what had happened 
before I got your letter, for the Widow 
Wiggins is here from Clinton spending a 
few days with her daughter and was in the 
bank yesterday and told me how Mr. Jason 
had tried to sell her some of the Odorless 
Limburger Cheese stock. She said the clerk 
at the Commercial House at Clinton told 
him she had that $6,000 insurance her hus- 
band left her and she said she thought from 
what he told her, it must be a pretty good 
investment and might have bought some of 
it if she had not talked to you about it and 
she feels mighty grateful to you for the 
advice you gave her. Most of them buy 
this stuff and then ask their banker about it 
but she was an exception in this case and 
she can thank her lucky stars that she did 
not invest before she investigated. Well, 
if you never do anything more while you 
are at Clinton, it will always be some satis- 
faction to you to know that you protected 
that old lady and saved her a lot of sleepless 
nights, for she told me this $6,000 is every 
cent she has besides her little home. She 
also told me you had bought her some Lib- 
erty Bonds, so she’s not worrying about that 
any more but be sure you have them regis- 
tered for her. 

I notice from the statements you sent me 
that your deposits are beginning to show 
the effect of your bumper wheat crop and 
unless I’m badly mistaken they’ll go still 
higher when the stuff gets to moving. 


Let Them Pay Up 


4 hury is the first real crop they’ve raised 
out there for four years and it strikes 
me as being a pretty good time to see that 
some of those fellows we’ve been carrying 
during these lean years, come in and take 
up their notes and that’s really the reason 
I’m writing you today. 

As I remember it you’ve got quite a 
bunch of them and while I don’t think 
there’s any chance for you to have a loss 
on any of them, I believe it would be a 


pretty good idea to let them pay up while 
they’ve got the money. You may find that 
some of them will want to hold their wheat 
for a better market and that’s all right if 
they’re in shape to do it but somehow it 
never struck me as being a good idea for 
a fellow to borrow money in order to hold 
his grain for a higher price, especially when 
the market is as good as it is now. And 
another thing you'll find is that some of 
them will be buying a lot of fool things 
that they can get along just as well without 
if you don’t call their attention to their 
notes. 

Now these fellows we’ve been carrying 
out there are all pretty good men and as I 
said before it’s not likely that you’re going 
to have any loss on any of them, but unless 
they take care of these notes now while 
they’ve got the money, the chances are you'll 
have to carry them over until another crop 
for they’re nearly all wheat farmers. 

As a matter of fact it doesn’t make a 
whole lot of difference how good a man 
may be, I’ve always figured that for his 
own good he ought to clean up his indebted- 
ness once in a while just to see how he 
stands and so he can take a fresh start. 
It sometimes happens when you carry a man 
along year after year he just naturally gets 
the notion in his head that the only thing 
you really care about is the interest and as 
long as he keeps that up you're going to 
be satisfied. Of course, there’s something 
to that, for after all it is the interest that 
enables you to pay your dividends, but the 
trouble is that by and by he’s mighty apt 
to forget all about the principal and leave it 
out of his calculations altogether and that’s 
a bad habit for anyone to get into. 

I believe if you go about it right you can 
make them see that it means more to them 
to get out of debt once in a while than it 
does to anyone else and at the same time 
make it clear to them that we’re expecting 
to continue in the banking business at Clin- 
ton and if they need to borrow again you'll 
try and take care of them. You can even 
go farther than that and remind them that 
you always have taken care of them and 
expect to continue along the same line as 
long as they’re entitled to it. So I’d just 
go ahead in a quiet sort of way and collect 
these notes and you’re not going to have 
so awful much trouble if you handle it right. 


There Are Two Ways 


F course, there are always two ways of 
doing it and the important thing for 
you to do right now is to see that you don’t 
pick the wrong way. I’ve always gone on 
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the theory that you can catch more flies 
with molasses than anything else and the 
beauty about it is that after it’s all over 
the fly at least has a good taste in his mouth 
and that’s always worth considering. 

I remember one fall we started into the 
winter with 6500 head of two-year old 
steers on the ranch and that was in the 
days when we wintered them on the range 
and long before cotton seed oil cake got 
so common as stock feed. Of course, we 
didn’t have to overstock our ranges then 
like they do now and we always had plenty 
of good grass for winter pasture. We didn’t 
aim to do much farming in those days, in 
fact the only feed we had was a small patch 
of sowed cane and a few stacks of prairie 
hay that we had put up down along the 
river, for we didn’t figure on feeding any- 
thing except what thin stuff we’d gather up 
from time to time along through the winter. 
The weather had been pretty good all fall 
and the grass had cured up fine and the 
cattle were going into the winter in good 
shape. But along about Thanksgiving there 
came up about the worst blizzard I ever 
saw in that country and it hung on for four 
or five days and when it did finally let up 
the thermometer was down around zero and 
it just naturally stuck there until up pretty 
well toward the holidays. It didn’t snow 
so awful much and what did fall drifted 
so that there was plenty of grass uncovered 
but the river and all the creeks froze over 
tighter than a drum and keeping the ice 
open in that kind of weather so the cattle 
could get plenty of water didn’t tend to 
make a man think any too much of cow- 
punching. 

The Cimarron sort of zigzagged through 
our range east and west and when the storm 
struck us the cattle of course drifted with 
it and when the freeze came three-fourths 
of them were on the south side of the river. 
It was so cold that it was pretty hard on 
the cattle and some of them got pretty thin, 
so one morning four or five of us saddled 
up and rode over south of the river and 
prowled through the cattle and gathered up 
about three hundred head of the real thin 
ones thinking we would take them back over 
to the ranch and throw them into a nearby 
pasture with what we called our hospital 
bunch and give them some of this cane and 
prairie hay. 


Yow’ll Be Surprised 


ipl went along well enough 

until we struck the river and don’t you 

know we couldn’t get a son-of-a-gun of ’em 
(Continued on page 193) 
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Burlington County Knows How 


N June, 1926, the Burlington County Hospital, Mt. Holly, New Jersey, 
asked its community for “$350,000 in ten days” with which to erect 
and equip a modern building. 


The appeal, launched under the most difficult conditions and overcoming 


several obstacles, resulted in a complete triumph. The subscriptions 
totalled more than $425,000. 


The population is 80,000, scattered among two score small towns and 
villages. The existing hospital is small, and had not been generally 
supported. 


HAT overcame all handicaps? The self-sacrificing public spirit of 
the people of Burlington County—plus a real need for the insti- 
tution—plus skilled management of the campaign. 


Ketchum Publicity, Inc., supplied the third of these requisites. 


Ten years of national experience in in- 
stitutional finance, including the man- 


A representative will be glad to discuss 
with you or your Board the financing 


agement of several of the largest and 
most notable appeals, qualifies us to aid 
colleges, hospitals, community chests, 
fraternal and religious organizations. 


problem of your institution, and to out- 
line the methods which have made the 
success in Burlington County but one 
in a long line of accomplishments. 


Please Write to 
GEORGE KETCHUM 


of 
KETCHUM PUBLICITY 


INCORPORATED 


PARK BUILDING 


PITTSBURGH 


When writing to advertisers please mention the American Bankers Association Journal 
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The New Order in New York 


By LEWIS ALEXANDER 


The Compulsory Collection Charge on Out-of-Town Checks Is 
Discarded. Change Expected to Increase Deposits in Financial 
Center. Clearing House Modernizes Machinery That Handles a 
Million Checks Daily. Night Shift Becomes a Part of Banking. 


HE old order is passing in the New 

York Clearing House. The thirty- 

two banks which make up the mem- 

bership in this association that has 
developed a marvelous machine capable of 
clearing a million checks in a single day 
have decided that some of the rules and ma- 
chinery are outmoded and are modernizing 
its facilities. 

Practices that have been in effect since 
Admiral Dewey’s battle fleet steamed vic- 
toriously into Manila Bay—and long before 
—are being changed and new ones adopted. 
A night shift is being introduced to dis- 
tribute the load on the machinery that has 
cleared a volume of as much as $1,655,000,- 
000 in a day. Other moves are being made 
to meet conditions 
that changing bank- 
ing methods have 
created. 

“Not adapted to 
present-day require- 
ments” was the ben- 
ediction that the as- 
sociation  pro- 
nounced in decree- 
ing the passing of 
old practices and in 
announcing the im- 
provement of its fa- 
cilities for handling 
the exchanges of 
checks and other 
items among the 
member banks. 

Some of the 
changes promise to 
be hardly more than 
local in their effect, 
but one action will 
be felt all over the 
country. 

Starting early in 
August, the banks eliminated the compulsory 
exchange and collection charges, and made 
this a discretionary matter with each bank. 

For nearly thirty years the banks had 
bound themselves to make a charge for the 
collection of out-of-town checks and other 
items. 

At the outset it was prompted by the 
changing practices of banking when per- 
sonal checks began to replace drafts as a 
means of making payments in all parts of 
the country. In the earlier days, one de- 
siring to pay a bill at a distant point went 
to his local bank and bought a draft drawn 
on a correspondent bank in one of the finan- 
cial centers. The local bank charged for 
the service because it had to keep funds on 
deposit with the big city bank. 

In the course of time, with the more wide- 


spread use of personal checks, the draft lost 
favor as a means of making domestic re- 
mittances. This worked a hardship on the 
New York banks because they were called 
on by their depositors to collect checks 
drawn on country banks in all parts of the 
country. Under the old system it was mere- 
ly a case of receiving and paying drafts 
drawn on themselves. The depositors, in 
pursuance of banking custom, were given 
immediate credit in their bank accounts, but 
the big city bank was put to trouble and 
expense in collecting these checks. When 
the check reached the bank on which it was 
drawn, it had to remit to the financial cen- 
ter and, to pay for this expense, made a 
charge, deducting it from the face amount 


A scene showing the regular clearing in progress at the New York Clearing House 


of the check. As the New York banks did 
not get the par amount, they decided that 
it was hardly equitable for them to carry 
the burden, hence the exchange charge was 
imposed. 

The setting up of the Federal Reserve 
System brought about a new situation. 
Nearly 90 per cent of all banks agreed to 
remit at par so that the United States 
might establish a free currency for checks, 
as the facilities of the Reserve banks vir- 
tually did away with the necessity of ship- 
ping currency to provide funds for ex- 
change. However, under this new order, 
the New York banks were still laboring un- 
der a disadvantage, for while the depositors 
were given immediate use of the funds, the 
banks did not get credit at the Reserve 
banks until enough time elapsed to permit 
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the check to be duly presented in other 
cities. The outgrowth of this was the de- 
cision to impose a charge that would rep- 
resent the interest on the loan of these 
funds which were advanced when the checks 
were honored. So in more recent years the 
charge has been a collection charge, repre- 
senting the cost of a temporary loan for 
the period intervening between the presenta- 
tion of the check and its ultimate collection. 
The period for which interest was charged 
was determined by the time schedule prepared 
by the Federal Reserve Bank of New York, 
which figured that checks drawn on banks 
in various distant cities, if dispatched by 
direct mail, would be collected in from one 
to eight days. The schedule of collection 
charges ranged from 
1-40 of 1 per cent 
to 1-10 of 1 per 
cent, and the whole 
operation was quite 
simple — the bank 
merely deducting 
the fee when the 
check was pre- 
sented. Immediate 
availability w as 
given, as a rule, and 
the interest on bal- 
ances. started at 
once. 

New York is the 
money center, and 
so funds naturally 
drift toward it. The 
balances that banks 
keep on deposit with 
their big city cor- 
respondents average 
over a billion dol- 
lars, while the 
money that the Met- 
ropolitan institutions 
invest for the country banks and other out- 
side capitalists is two or three times this 
huge figure. A money center naturally at- 
tracts the idle dollars, because it can always 
find work for the dollar to do, although 
the hire may be higher at one time than 
the other. But, according to the New York 
bankers who know the migratory habits of 
the almighty yellowbacks, there was a bar- 
rier set up to turn this drift in other di- 
rections. This barrier has been the collec- 
tion charge. 

Banks in Newark, Albany, Buffalo, Bos- 
ton, and Philadelphia, desirous of obtaining 
large deposits, were in a position to waive 
the collection charges because they were not 
bound by clearing house rules. Not all of 
the big banks in New York are members 

(Continued on page 186) 


© Edwin Levick 


4 
|| 


September, 192€ 


AMERICAN BANKERS ASSOCIATION JOURNAL 


Service 


“[ want you to know that we very much appreciate 
the special service you gave the collection which 
we forwarded to you a few days ago. Our customer, 
a local investment house, wishes us to convey its 
deep appreciation of the interest you have shown. 


Thank you for your SPLENDID SERVICE.” 


Tus extract from a letter, recently received by us from 
a western correspondent bank, refers to a called bond 
forwarded for collection. The instructions specified the 
amount to be credited as $1,045, covering the called 
price and interest. 

Our Collection Department, knowing that, due to 
conversion privileges, this bond was quoted on the mar- 
ket at a higher rate, sold it for $1,320. As a result, the 
correspondent’s customer netted $275 more than he 
expected. 

Individual attention to each transaction is a charac- 
teristic of Irving-Columbia service in the handling of 
business for its correspondents. 


OUT-OF-TOWN OFFICE 


IRVING BANK-COLUMBIA 
TRUST COMPANY 
Woolworth Building, New York 


When writing to advertisers please mention the American Bankers Association Journal 
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Business and the Inheritance Tax 


By Roy C. OsGoop 


Vice-President, First Trust & Savings Bank, Chicago 


Effort Will Be Made to Have Congress Repeal Federal Estate Tax 
at the Next Session. Further Continuance Will Tend to Make 


It a Permanent Part of Tax System. 


States Should Abandon 


Death Tax on Intangible Personal Property of Non-Residents. 


USINESS is unduly burdened by 
many aspects of the inheritance tax 
as it exists in the United States. 
Let it be assumed that inheritance 
taxes properly applied constitute part of a 
sound revenue system. It is the purpose 
of this article to discuss some of the fea- 
tures of such taxes which well may be con- 
sidered an uneconomical and unnecessary 
burden to business at the present time. The 
criticisms and conclusions set out here are 
those most discussed among tax authorities. 

The inheritance tax system as it affects 
business comprises the Federal estate tax 
and the inheritance taxes of the several 
states. It is an essential principle of taxa- 
tion that taxes should be levied so as to be 
certain, in order that the time, manner and 
amount of payment may be clear and plain. 
Our inheritance tax system violates this es- 
sential in many ways. 

Inheritance taxes are debts payable by the 
estate of a decedent or by those who take 
his property. Any man in arranging his 
affairs is entitled to an inheritance tax law 
that will enable him to compute the tax that 
will probably constitute a debt at the time 
of his decease. As the laws are now framed 
such debts are impossible of computation 
by the individual without the help of expert 
legal assistance. 


The Vital Information 


OR instance, the main requisites in the 

way of information necessary to a sur- 
vey of an inheritance tax debt situation at 
present are as follows: 

1. Where is the taxpayer’s domicile or 
legal residence? 

2. What are the provisions of his will? 

3. If he has no will, who would be his 
lawful heirs in the case of present death? 

4. What gifts have been made recently? 

5. What is his age and health condition? 

6. In what states does he hold real estate 
and what is its value in each state? 

7. What is the total value of his personal 
property? 

8. In what states are his tangible personal 
property items located—such for instance as 
household goods? 

9. In what states are his securities physi- 
cally located? 

10. In the case of corporate stocks where 
are the corporations domiciled? 

11. In the case of bonds and mortgage 
debts where is the property securing them 
located ? 

All this information, and often more, is 
fundamentally necessary, if any approach is 
to be made to an accurate estimate of in- 


heritance tax debt liability. Many individ- 
uals attempt to reach an appraisal of such 
liabilities by taking a synopsis of Federal 
and their residence state tax laws and ap- 
plying the rates. They have little concep- 
tion of all the essentials that enter into in- 
heritance tax computations and are fre- 
quently misled at an undue cost to their 
estates. 

In addition to the information above 
stated as requisite it is necessary to con- 
sider the cost to an estate involved in (1) 
sale of slow or quick assets to pay the tax 
if it cannot be met from income; (2) the 
character of assets held as affecting cost 
of administration for inheritance tax pur- 
poses; (3) and the character of assets as 
affecting time of tax settlement and the 
loss of tax discounts on the one hand and 
the payment of interest penalties on the 
other. 

All this renders it difficult for the tax- 
payer to know the time, manner and amount 
of tax payment and therefore subjects him 
to the payment of taxes imposed in such 
manner as to constitute an improper debt 
burden. 

In the last decade the increased rates of 
Federal and state inheritance taxes have 
become such a debt and expense factor that 
several agencies have made careful studies 
of them in order to recommend proper rec- 
tification. 


The Delano Recommendations 


HE National Committee on Inheritance 

Taxation, known as the Delano Com- 
mittee, was appointed by delegates repre- 
senting over thirty state administrations who 
met in Washington in February, 1925. It 
reported its conclusions which were adopted 
at a second conference held at New Orleans 
in November, 1925. 

Its recommendations concerning state in- 
heritance tax laws and some of the argu- 
ments in their support may be stated as 
follows: 

1. Inheritance taxes should be substan- 
tially uniform throughout the United States. 
In reaching this conclusion the committee 
said uniformity among the states is more 
essential to the successful operation of 
highly graduated inheritance taxes than to 
any other form of taxation. When the 
states widely vary the taxes imposed at 
death there is a strong incentive for owners 
of property to fix their residence and invest 
their capital where their estates will be most 
lightly taxed. This leads to spasmodic 
shifting and to a distribution of capital and 
investments which is uneconomic. 
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2. Inheritance tax laws and rates should 
be stable. The lack of stability of laws and 
rates, both state and Federal, has brought 
about unequality among individual taxpay- 
ers. Inheritance taxes, unlike annually re- 
curring taxes, are imposed only at death, 
Changes in the law which affect the im- 
pact of the tax and particularly changes in 
the rate result in unequal impositions on 
the heirs of different persons dying at dif- 
ferent times. Most other types of taxes 
occur at regular intervals, normally once a 
year. The rates of such taxes are deter- 
mined naturally by consideration of the tax 
base and the amount of revenue to be raised 
to meet public needs. Rates will change to 
meet changed needs and no real inequality 
among taxpayers is produced. The inher- 
itance tax on the other hand occurs irregu- 
larly so far as the taxpayer is concerned 
and is more or less irregular even from the 
standpoint of the government. There is no 
direct relation between the needs of the 
government and the rates of inheritance 
tax, for the reason that there is no predict- 
able tax base; citizens die without regard 
to the needs of the state, and deaths are not 
subject to the control of the tax gatherer. 
The inheritance tax thus obviously, by its 
very nature, is not adaptable for use as a 
flexible base to accomplish elasticity in the 
tax system. Revenues must be capable of 
expansion or contraction with the varying 
needs of government, but property, income 
and other annually recurring taxes should 
be used for the purpose of securing the 
required elasticity and the inheritance tax 
should be kept stable. 


Why Moderate Rates 


INHERITANCE tax rates should be 

@ moderate. In this connection the com- 
mittee emphasized three main reasons for 
its conclusions: First, from the standpoint 
of the decedent and his dependents the rates 
of tax should not be so high as to make 
impossible or discouragingly difficult rea- 
sonable provision for the family and de- 
pendents. This principle indicates liberal 
exemptions. Second, rates should not be 
so high as to stimulate avoidance and eva- 
sion. A heavy inheritance tax on an estate 
holds out strong temptation to use every 
legal and even illegal means of avoidance 
and evasion. Third, rates must be regarded 
from the social and economic point of view 
with respect to the effect of the tax upon 
industry. High rates are capable of pro- 
ducing a variety of results harmful not only 
to the persons called upon to bear the tax 

(Continued on page 190) 
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ATWATER KENT 
RADIO 


This beats guessing 


Wherever people have been asked to specify the 
Radio they intend to buy, more of them have an- 
swered “Atwater Kent” than any other name. 


This is equally true of non-owners and those who 
have decided to replace their present equipment with 
something better. 


Among the reasons for their preference they stress 
reliability, tone quality and simplicity of operation. 


Collectively, this host of prospective purchasers 
tell us that Atwater Kent Radio reflects their own 
conception of what they wanted Radio to be. 


So Atwater Kent Receiving Sets and Radio 
Speakers are made to meet a definite demand. 


= 


— 


Atwater Kent Manuracrurine Co., 4808 Wissahickon Ave., Philadelphia, Pa. 


A, Atwater Kent, President 


When writing to advertisers please mention the American Bankers Association Journal 
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Is Competitive Bidding the Best 


Policy in Rail Financing? 


By BURNHAM CARTER 


Is the Lower Rate Which Competitive Bids for an Issue Might 
Bring of More Value to the Railroad and to the Investing Public 
Than the Continuous Advice and Support of the Banker Long 


Familiar with 


URING the past five years the 
amount of new financing under- 
taken annually by the railroads 


has averaged about $650,000,000. 


Requirements for new construction and nec- 
essary improvements will probably not per- 
mit any reduction in these additions to rail- 
road capital. The successful marketing of 
railroad securities becomes, therefore, of 
very great importance both to the railroads 
and to the public, which demands the high- 
est degree of efficiency from its transporta- 
tion system. 

As a rule, the railroad or industrial cor- 
poration in the United States and in Europe 
retains a particular banker or group of 
bankers to handle its financing. This banker 
guarantees the successful flotation of its se- 
curities and stands ready at all times to offer 
counsel and assistance to its clients. There 
are two other methods, however, which have 
been suggested: the railroad may itself sell 
its securities direct to the public, or it may 
offer the sale to different bankers under 
competitive bids. 

Of course the main purpose of each 
method is to get the capital. That is the 
primary object. But both the railroad and 
the investor in railroad securities have an- 
other interest at stake. The railroad wants 
to be assured not only of the success of 
this particular flotation, but also of the con- 
tinued advice and support of its banker long 
familiar with its requirements. The investor 
must feel confident likewise that the se- 
curity of his investment will at all times 
be supported by expert financial attention. 


Services Extend Beyond 
Marketing 


O establish these conditions successfully, 

it is necessary for the relationship be- 
tween a railroad and its banker to be inti- 
mate and long standing. The banker’s ser- 
vices to the railroad extend far beyond the 
marketing of a specific issue of securities. 
The banker must know the. history and 
financial background of the railroad, and 
must keep careful watch of its financial 
situation. It must foresee its future re- 
quirements for capital and determine the 
kind and the amount of securities to be 
issued, and the time when market conditions 
are favorable. Even in unfavorable times 
the existence of this kind of banking rela- 
tionship insures the adequate fulfillment of 
the railroad’s capital requirements. 

Railroad history is full of illustrations 


the Common Carrier’s 


of this. One of the most frequently quoted 
is that of the Pennsylvania Railroad, which 
in 1903 offered direct to its stockholders, 
without any banking assistance, $75,000,000 
of its stock at 120 per cent. Since the 
market price of the stock had been and was 
then around 145 per cent, it was expected 
that the securities would be sold without 
difficulty. As a result of sudden changes in 
market conditions, the market value of the 
stock rapidly declined to 125%, and failure 
of the offering appeared imminent. The 
railroad then called upon its bankers to un- 
derwrite the issue, the decline in the market 
stopped, and the issue was successfully dis- 
tributed. 

Here was an instance—one among a large 
number—where the direct sale of securities 
to the public was a failure. The conditions 
of the offering were at the same time par- 
ticularly favorable—the corporation was one 
of the strongest in the country, the securi- 
ties were regarded as sound investments, 
and they were offered at an attractive price 
to an already large group of stockholders. 
Nevertheless, without the guarantee of a 
banking house behind the flotation, the in- 
vestor was unwilling to purchase and the 
railroad was unable to secure its needed 
funds. The main difficulty of this method 
of railroad financing is its uncertainty. In 
normal times certain railroads of high 
standing might offer bonds in _ limited 
amounts direct for public subscription with 
fairly satisfactory results, although the 
price obtained would probably be lower than 
if the issue were underwritten. But there 
is no assurance of this. The railroad which 
has carefully planned its financing so as to 
secure the amount necessary for certain 
specific improvements cannot be sure this 
sum will be secured. Those railroads not 
enjoying high credit would find it difficult to 
obtain any funds at all. 


Two Important Differences 


T is true that municipal securities are 
generally offered direct to the public, but 
there are two important differences between 
railroad and municipal financing. The first 


concerns the element of risk. If a munici- 
pal offering fails, there is some embarrass- 
ment, but no great harm, whereas if a rail- 
road fails to sell its bonds, the damage to 
its credit is grave and the railroad securi- 
ties market in general would probably be 
seriously affected, to the alarm of the in- 
vestment public. The second difference is 
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Peculiar Problems? 


the great advantage enjoyed by municipal 
securities in being tax exempt. 

Even then these municipal issues—those 
of the highest grade—are not always suc- 
cessful. In 1907 the city of New York 
offered two issues of bonds of $29,000,000 
and $15,000,000, for which bids of only 
$2,100,000 and $2,700,000 respectively were 
received. The municipality, of course, gen- 
erally counts upon assistance by bankers, if 
necessary, as a matter of civic duty. 

It is largely because of its uncertainty 
that this method of selling securities direct 
has been received of late with less and less 
approval. The Interstate Commerce Com- 
mission, however, has been hesitating for 
some time between the method of issuing 
securities through a regular banker and that 
of submitting the issue to competitive bid- 
ding on the part of several bankers. Com- 
petitive bidding by bankers, always provided 
that adequate bids are secured, does guar- 
antee, of course, the success of that par- 
ticular offering of securities. It does not 
secure, however, a long-standing knowledge 
of the railroad’s conditions nor a continu- 
ous supervision of the railroad’s structure, 
nor immediate financial assistance in time 
of distress. From the standpoint of both the 
railroad and the investor, the security is less. 
The banker’s services cease with the trans- 
action; future financial developments and 
financial requirements are left unregarded. 


I. C. C. Has Generally Approved 


HE Interstate Commerce Commission, 

therefore, has generally approved the 
sale of railroad securities through the rail- 
road’s regular bankers; recently the three 
largest railroads—the Pennsylvania, the New 
York Central and the Baltimore & Ohio— 
marketed issues of equipment trust certifi- 
cates in that way. In June, however, the 
commission commended the Western Mary- 
land Railroad for inviting competitive bids 
for the sale of equipment trust certificates. 
While the commission’s decision applies to 
that particular case only, and proposes no 
change in the selling methods for other 
railroad securities, it causes a new consid- 
eration of the arguments urged in behalf 
of competitive bidding. 

Chairman Eastman of the commission has 
in several dissenting opinions expressed his 
opposition to the customary method of mar- 
keting securities through the railroad’s par- 
ticular banker. Recently he stated: 

(Continued on page 188) 
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New card ledger desk 


speeds posting and filing of records 


15,000 ACCOUNTS may be handled compactly and 
accessibly with this new Steel Card Ledger Desk. 
There are ten removable trays, each holding 1,500 
cards. A steel roller curtain, fitted with a Yale 
Paracentric lock, safeguards these records when not 
in use. By an exclusive “Y and E” feature the roller 
curtain may be lowered below the trays so that a 
tray may be slid out instead of lifted. 


The movable posting section operates on smooth 
rollers to any desired position. 


branch of Liberty Bank, Buf- 

mes The desk is of steel throughout, 434” high, and is 
furnished regularly in olive green, mahogany or 
walnut finish. Write us for descriptive circular and 
prices. 


YAWMAN FRBE MIFG.(0. 
985 Jay Street Rochester, N. Y. 


STEEL AND WOOD FILES—STEEL SHELVING— DESKS — SAFES — 
OFFICE SYSTEMS AND SUPPLIES—BANK AND LIBRARY EQUIPMENT 


A new idea in tabbing fa- 


cards. 
Each tab bears a double Yawman and Erbe Mfg. Co. 
985 Jay St., Rochester, N. Y. 


number showing the last 

number, making ¢caca ac- Please send me descriptive circular of 

count fully visible. the new “Y and E” Steel Standing 
Card Ledger Desk, also a sample of 

your double numbered tab cards. 
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Thirteen Points in Safe Deposit 
Management 


By EDWARD J. PHELPS 


President, The Northern Trust Safe Deposit Company, Chicago 


What a Small Bank Should Do for the Protection of Itself and 
Those Who Rent Boxes in Its Vault. Lack of Unanimity Be- 
tween States as to the Relation of the Safe Deposit Company and 
What Is “Reasonable Care and Diligence?” 


the Customer. 


HERE are certain points of contact 
at which the safe deposit problem 
affects large and small institutions 
alike. 

As an illustration: the relationship of the 
box-renter to the safe deposit company or 
bank is not at present clearly defined. In 
the case of the National Safe Deposit Com- 
pany vs. Stead, the Illinois Supreme Court 
said that the relationship was one of bailor 
and bailee. The court stood four to three, 
and this ruling was sustained by the United 
States Supreme Court. A bailment as ap- 
plied to the safe deposit business is the de- 
livery of personal property to the safe 
deposit company under its obligation to re- 
deliver upon demand. The person who 
makes the delivery is called the “bailor,” 
and the safe deposit company is the “bailee.” 

In the State of New York, however, the 
Court of Appeals has said that the relation- 
ship is one of landlord and tenant. But 
there are excellent lawyers in New York 
who hold that the law is as outlined by the 
Illinois Supreme Court. In Massachusetts 
the viewpoint is insisted upon that the rela- 
tionship is one of landlord and tenant, while 
in Rhode Island the relationship of bailor 
and bailee is supported with equal emphasis. 

The attorney for one of the large trust 
companies says that, in view of the uncer- 
tainty of the various legal minds, he thinks 
that, in case of a claim against a safe de- 
posit company, the trend of legal decisions 
is such that we ought to be prepared to 
defend ourselves on the theory of the bailor 
and bailee relationship. 


What Is Reasonable Care? 


THER questions affect the large and 

small companies alike. What is “rea- 
sonable care and diligence”? In a very 
large safe deposit vault a higher degree of 
care and diligence naturally would exist 
than could be expected in a smaller one. 
The case against the Bank of Tracy in 
California is a case in point. The vault 
of this bank was entered by burglars by 
use of the acetylene torch, and some safe 
deposit boxes were robbed. The bank had 
no night watchman and no burglar alarm 
or electrical protection of any kind. About 
the only thing it had at night was an elec- 
tric light which hung in front of the vault 
door. A jury in the lower court said that 
this was negligence. But when the case 
was appealed, the higher court reversed the 


decision on the ground that the Bank of 
Tracy had done everything in the way of 
care and diligence that similar banks in like 
circumstances in rural districts of Cali- 
fornia had done, and that the bank had 
followed the “custom of the trade” in 
small towns. 

In all rural communities at a distance 
from a large city many people must have 
safe deposit boxes in the towns in which 
they live. It, would not be common sense 
to hold the banks and safe deposit adjuncts 
in those communities to the same high de- 
gree of care, either in construction or op- 
eration, as that to which the large safe 
deposit companies in Chicago or New York 
or Boston or Cleveland or other large cities 
ought rightly to be held. The point to be 
emphasized is that the small banks and safe 
deposit adjuncts must use such care and dili- 
gence (which the large banks and safe de- 
posit companies use) as is compatible with 
the machinery at their command. The 
smaller institutions must avail themselves 
of what they have to the utmost, both in 
construction and operation, and if they do 
not they are negligent. It will be inter- 
esting to watch the trend of future deci- 
sions in order to find out whether the rule 
laid down in the California case is sus- 
tained. 

One question ought to be raised here: 
Branch safe deposit vaults are operated in 
connection with banks in cities like Cleve- 
land and Buffalo and Boston. Some of 
these branches are practically as much in 
the business district as is the parent bank. 
The local surroundings and the surround- 
ing circumstances do not differ much, yet 
from the standard of construction and op- 
eration, these branches are sometimes dis- 
tinctly inferior both in construction and op- 
eration to those which obtain in the head 
bank. Should not the same high standard 
of construction and operation prevail in the 
branch, if the conditions are similar, as pre- 
vail in the main institution? 


Additional Protection Coming 


NOTHER matter which concerns the 
large and small safe deposit companies 
alike is in the question of construction. 
Hitherto we have looked principally for 
protection of our vaults to ponderous doors, 
to thick walls, to steel, to railroad iron, to 
concrete and to time-locks. Possibly any- 
one who predicts that within the next ten 
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or fifteen years electricity and chemistry 
will play a more important part in vault 
protection than they do now may be re- 
garded as a false prophet. Yet the work 
of the electrical engineer and the chemical 
engineer has advanced to such a degree that 
if the use of electricity can be connected 
with the use of gas, so that an electrical 
alarm very sensitively constructed will re- 
lease a gas which no mask now known will 
resist, we may find that the whole situation 
has been revolutionized. 

One of the principal dangers which affects 
the larger companies is the carelessness 
shown by smaller banks where, even mak- 
ing every allowance for their situation, 
negligence is so obvious that a decision 
favorable to the bank could not possibly 
be rendered, and thus precedents are set 
which may concern the larger companies. 
Moreover, it sometimes happens that the 
attorneys of the smaller banks, through in- 
experience in handling safe deposit cases, 
do not present their cases properly. 


A Pointed Example 


pure carelessness and thoughtlessness of 
some of the smaller companies may be 
brought out by an illustration. In a certain 
town with a population of 5000 the cashier 
of one of the banks wrote to a manufac- 
turer of safe deposit vaults and boxes that 
the bank had about 400 safe deposit boxes 
in its vault; that, in renting them, no con- 
tract had ever been entered into between 
the box-renter and the bank; that if a man 
wanted a $5 box, he paid $5 and received 
a receipt for that sum. In the receipt was 
nothing defining the bank’s liability. The 
letter stated further that the only link be- 
tween the renter and his box was that con- 
tained by the number on the key, which 
was the same as the number on the box. 
Some of the renters had lost their keys 
and forgotten the number of their boxes. 
The bank had no records of any kind to 
show what the number was. As a way out 
of the difficulty caused by the lost keys, the 
cashier wanted to know whether the firm 
would not make a duplicate key to all the 
boxes which it had sold to the bank, so that 
the bank officials could open each box and, 
by going through the contents, ascertain to 
whom it belonged! 

It is a good plan not to have the number 
on the box the same as the number on the 

(Continued on page 185) 
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Cy WE make only one grade of Safety Paper—the best we can produce. 
if There should be no compromise with safety. 
4 Hammermill produces the pulp, makes the pulp into paper and then sensitizes 
Pa that paper to produce Hammermill Safety—in one mill under one control. 
4 The result is superior quality, a strictly standardized high grade Safety Paper. 
% We will be glad to send you samples of Hammermill Safety. 


HAMMERMILL PAPER COMPANY, ERIE, PENNSYLVANIA 
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The Condition of Business 


Volume of Production in the Leading Industries Promises to 
Break All Records. Machinery Group Makes Impressive Gains. 
Stocks Soar to Highest Levels Yet Reached, Due to Favorable 
Earnings of Corporations. Discount Rate Change Was Expected. . 


HE flow of business continues at a 

pace noteworthy for this season of 

the year and gives reasonable as- 

surance of another good autumn. 
With so high a record in production and 
consumption for the first eight months now 
definitely established it takes no very great 
stretch of the imagination to see that 1926 
may easily make a better mark on the pros- 
perity chart than did 1925. 

The following table has been prepared to 
show the volume of production in the lead- 
ing industries so far during this year as 
compared with the corresponding period of 
last year. It furnishes a fairly accurate 
guide to what the final statistics to be pub- 
lished next spring will tell, since no drastic 
changes are looked for during the remain- 
ing months of this year that would affect 
the results appreciably. In examining the 
figures it should be kept in mind that 1925 
witnessed the highest production in history, 
which makes the numerous increases this 
year all the more remarkable. 

The exhibit may be of particular interest 
to those people who during the last year 
have been predicting an end to our condi- 
tion of prosperity, and who felt that the 
levels of 1925 marked the crest to the pres- 


ent “business cycle.” 


Production in Leading Industries 


First eight months (partly estimated) of 
1926 compared with corresponding period 
of 1925. 


Metals 


Pig iron production 
Steel ingot production 
Copper production 
Lead production 
Zinc production 


Per Cent Change 


Machinery 


Automobile production 
Truck production 
Freight cars ordered 
Locomotives ordered 
Machine tools ordered 


Building and Materials 


Contracts awarded, area 
Contracts awarded, value 
Lumber production 
Cement production 


Coal and Oil 


Bituminous coal production .... 
Anthracite coal production 
Crude oil production 

Gasoline production 

Lubricating oil production 


Textiles 


Cotton consumption 
Wool consumption 
Silk consumption 
Rayon production 


Leather and Shoes 


Sole leather production 
Calf leather production 
Shoe production 


Meat Packing 


Cattle slaughtered 
Calves slaughtered 
Swine slaughtered 
Sheep slaughtered 


Foodstuffs 


Wheat flour production 
Sugar meltings 


Tobacco 


Cigarette production 
Cigar. production 
Smoking, chewing, 


Miscellaneous 


Rubber tire production 
Newsprint production 


By far the most impressive gains are in 
the automobile and machinery group, of 
which production of locomotives, freight 
and passenger cars is outstanding. In addi- 
tion to these large sales of new equipment, 
the companies engaged in this line have all 
year enjoyed a heavy business in repair 
work and replacements of car wheels, 
springs, brake shoes and the like, while 
those manufacturing signal apparatus have 
profited by the installation of automatic 
train control systems which have been speci- 
fied by the Interstate Commerce Commis- 
sion and will eventually be used on every 
railroad. 

The gain of 13.5 per cent in machine tool 
orders is also encouraging, for the machin- 
ery industry has been one of the slowest 
to recover from the readjustment period 
following the war. When the slump came 
there was an excess of manufacturing ca- 
pacity in many lines which had been built 


At the head of the Nation’s business 
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up to supply war materials, and had to be 
scrapped or else allowed to stand idle. The 
machinery and equipment of these factories, 
augmented by large amounts owned by the 
government and sold at auction, was thrown 
on the second-hand market and demoralized 
the trade in new machinery. 

The manufacturers of heavy machinery, 
such as large turning lathes, suffered the 
most, for such machines will last twenty 
years or more, while those concerns making 
light machinery and cutting tools that wear 
out in a short time recovered quicker. There 
is now evidence of a real improvement in 
the heavy machinery branch also, due to the 
high rate of operations in so many other 
lines and the normal growth of new plant 
facilities. 


General Motors “Melon” 


OLLOWING tthe publication of the 

semi-annual statement of the General 
Motors Corporation, showing a net profit 
of $82,771,746, compared with $46,460,274 
for the first half of 1925, came the announce- 
ment in August of a 50 per cent stock divi- 
dend. These events not only attracted atten- 
tion in financial circles, but became the talk 
of the country, because of the widespread 
public interest in this huge corporation. The 
entire motor car industry seems destined to 
remain in the limelight, and its continued 
growth is most amazing. 

This increase in capitalization will place 
General Motors in first rank among the in- 
dustrial corporations of the world. It has 
over 50,000 stockholders, and one out of 
every five automobiles purchased this year 
was a General Motors product. 

The details of this stock dividend were 
reported in some newspapers in a way that 
was possibly misleading. The outstanding 
capitalization was on June 30, 1926, in addi- 
tion to the $112,308,492 preferred, debenture 
and minority stock, 5,800,000 shares of com- 
mon stock having no par value, but carried 
on the books at $290,000,000, or $50 per 
share, and there was a surplus of $209,727,- 
656. Each holder of common stock will re- 
ceive on Sept. 11 one-half share additional 
for each share owned. This will require 
the distribution of 2,900,000 new shares, 
making the total outstanding 8,700,000 shares. 

Some accounts of the transaction calcu- 
lated that with the stock selling around $200 
per share, the holders received the equiva- 
lent of $600,000,000 in new stock, and this 
was referred to as a “melon” or “gift. 
Any financial writer should know better, for 
a stock dividend only gives the recipient an 
additional number of shares; it does not 
affect his proportionate interest in the cor- 
poration. If a man owns a 1 per cent in- 
terest in a company and receives a stock 
dividend, he still owns a 1 per cent interest 
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most complete- 
most accurate 


method of 


POSTING 


The Model 23 


REMINGTON 


Savings Account Posting 
Machine 


furnishes automatic mechanical proof: 


. That the teller has entered all 
balances correctly in the pass 
books. 

. That all postings have been 
made to the correct accounts. 

. That all previous balances have 
been picked up correctly. 

. That all withdrawals have been 
posted correctly. 

. That all deposits have been 
posted correctly. 

. That no postings have been 
omitted or duplicated. 

. That all new balances have 
been entered correctly. 

. That all interest has been cred- 


SAVINGS 
ACCOUNTS 


A savings banks and 
banks everywhere with 
savings departments will be 
interested in this new plan 
for posting savings accounts, 
for it constitutes the latest 
word in bookkeeping econ- 
omy and efficiency—equally 
applicable to any forms and 
any system. 

Send to us for our new il- 
lustrated brochure which 
shows you how completely 
the Remington Savings Ac- 
count Posting Machine covers 


every requirement, how it 
completes the work in every 
detail, how it furnishes accu- 
racy checks that are absolute, 
and how it obtains these re- 
sults automatically as the 
entries are made—the ma- 
chine itself performing every 
necessary computation. 
Savings Account Posting 
is only one of the many ap- 
plications of the Remington 
Bank Bookkeeping Machine. 
It is equally efficient for gen- 
eral ledger posting, transit 
letter writing, and a long 
range of bank accounting 
uses. And in every case it is 
incomparable for its time and 
cost saving service. If it’s 
bank accounting, it can be 
done best on the Remington. 


REMINGTON TYPEWRITER COMPANY 


Bank Machine Department 


ited properly in the pass books. 


All these proofs are secured without ad- 
ditional effort or attention on the part 


374 Broadway, New York Branches Everywhere 
of the operator. 


Remington 
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and is no richer or poorer than before. 
Stock dividends are not taxable as income, 
as the Supreme Court has ruled, because 
they are not income, unless they are later 
disposed of. 

The only direct gain to the holders of 
General Motors is that the same rate of 
cash dividend, $1.75 quarterly or $7 annu- 
ally, was declared on the new capitalization, 
which means that every old share will now 
return $10.50. This will increase the annual 
cash disbursements from $40,600,000 to $60,- 
900,000. 


An Indirect Gain 


HERE is, of course, an indirect gain 
in that the market price of the stock has 
increased from a low of 113% the early part 
of this year to 22534, from which point it 
reacted somewhat, and a profit could be 
realized if the shares were disposed of. 
Moreover, there is a certain advantage in 
this recognition that the earnings retained 
in the business are the property of the share- 
holders, and in giving additional capital stock 
instead of piling up earnings in surplus ac- 
count. And there is a minor advantage in 
a stock dividend or split-up, in that the new 
shares sell at a lower level than the old 
and attract the average investors who would 
hesitate to buy a very high-priced issue; this 
oftentimes makes the new stock sell higher 
proportionately than before the distribution. 
The outlook for the industry is that sales 
the balance of the year will be satisfactory, 
although naturally well below the level of 
the spring season. Some of the new models 
that were introduced this summer have been 
very well received by the public, and price 
reductions have stimulated buying. A few 
of the companies will undoubtedly establish 
new high earnings records for the year 1926, 
but it is significant to note that not all of 
them showed gains of the same proportions 
as General Motors Corporation. The ag- 
gregate net profits of the twelve next largest 
companies for the first six months was 
$58,848,000, compared with $62,200,000 last 
year, an actual decrease of 5.4 per cent, so 
it will be seen that the gains of some com- 
panies have been at the expense of others. 
One important point that is seldom men- 
tioned in analyses of the motor industry 
is the large sale of parts. The older com- 
panies that have thousands of cars on the 
road can depend on the sale of parts for 
repairs and replacements as a steady source 
of revenue, regardless of the demand for 
new cars. 


Rubber and Oil 


LOSELY allied with the motor indus- 

try, the heavy summer demand for tires 
and gasoline should help reduce the some- 
what large inventories in both lines. The 
rubber situation is discussed in detail in an 
article appearing in another part of this 
magazine. As to oil, the extensive drilling 
this year has now resulted in an upturn in 
crude production from around 1,900,000 bar- 
rels daily in February to over 2,150,000 the 
end of August. 

The trend is still upward, while a year 
ago it was declining after the bulge in pro- 
duction caused by bringing in the Smack- 
over (Arkansas) field in the spring of 1925. 
No one can say whether output will again 
overtake demand and cause a break in prices, 
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Secretary of the Treasury Mellon in 
Italy, with Mussolini on his left and 
Finance Minister Volpi on his right 


as has been the old story year after year, 
but the consumption of gasoline both in this 
country and for export can be depended upon 
to forge ahead 10 to 20 per cent every year. 
The recent mergers of several large oil- 
producing and distributing companies should 
assist in controlling production and in fur- 
nishing ample capital for the storage of sur- 
plus stocks. 


The Metal Industries 


HE steel industry continues to operate 
at a relatively high rate, and the unfilled 
orders of the United States Steel Corpora- 
tion showed an increase on Aug. 1, being 
the first in seven months. Prices of pig iron 
have shown a sagging tendency, the Iron Age 
composite quotation ruling around $19.50 per 
ton compared with an average of $20.59 for 
the full year 1925. Finished steel prices, 
however, are firm, the same authority’s com- 
posite being around 2.430 cents per pound 
compared with a 1925 average of 2.466 cents. 
Of the non-ferrous metals, copper is now 
up to 14 cents per pound again, and if the 
mining companies can only abstain from 
overdoing production, the heavy demand 
from the electrical and other industries in 
this country and abroad will take care of 
the rest. Shipments of the refined metal are 
running well over last year. 

Lead has worked into a better statistical 
position in spite of increased production, 
and present prices are around 8.90 cents as 
compared with a low of 7.35 cents earlier in 
the year. The zinc market also has been 
working irregularly higher during the past 
three months, and it is expected | that with 
the settlement of the coal strike in England 
and a resumption of industrial activity there 
a considerable increase in shipments of slab 
zinc from the United States would take 
place. Tin is selling at around the high 
price of this year; stocks both here and in 
London have been drawn down to a low 
point, and consumption by the tin-plate mills 
has been very heavy this year. Nickel prices 
seem to have stabilized around 35 cents, and 
while the motor industry, one of the prin- 
cipal users of nickel alloy steel, has cur- 
tailed somewhat, the demand from the ma- 
chinery and tool industries is well sustained. 
Earnings of the International Nickel Com- 
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pany, the world’s largest producer, will prob- 
ably be the best since 1919, 

The silver market has been thrown into 
a state of chaos by the publication of the 
report of the Indian Currency Commission, 
which recommends that India be placed on a 
gold bullion basis. If the commission’s pro- 
posals be accepted, and it now appears likely 
that they will be, it means that an end will 
be definitely put to that country’s silver re- 
quirements and that the government will be 
an important seller during the next few 
years. The silver mining companies that 
produce other metals as well have not thus 
far been greatly affected by the decline in 
the price of silver, but for those which are 
primarily silver producers, the opinion jis 
quite generally expressed that the future will 
see a cessation of mining operations by a 
number of the smaller producers. 


The Textile Situation 


N considering the textile situation, which 

has been in a depressed state for a long 
time now, it must be kept in mind that all 
of its branches tend to follow in a general 
way the same course, since all are in com- 
petition. The table at the beginning of this 
article shows that cotton manufacturing has 
about held its own, and the latest estimate 
is for a crop of 15,248,000 bales, which, 
coming on top of the record crop last year, 
has brought lower prices, which naturally 
benefit the goods manufacturing industry, 
Silk production is running at.a rate only 
slightly below 1925, and while there was 
some unsettlement in prices last spring, it 
has apparently been absorbed and the lead- 
ing manufacturers will probably have a suc- 
cessful year. 

In the woolen line the decline has been 
somewhat greater, amounting to nearly 9 
per cent below 1925, and there still appears 
to be a subnormal demand for woolens due 
to the vogue for lighter materials. Never- 
theless, the manufacturers have organized a 
Wool Council for the purpose of a concen- 
trated advertising campaign to preach the 
advantages of woolen fabrics, and there is 
also a move on to purchase the smaller and 
older mills, which are sold on foreclosure 
in order to scrap the machinery and thus 
reduce the aggregate capacity to more near- 
ly correspond with current requirements. 
These factors, combined with somewhat 
lower prices and an active trade in fall 
showings, has led many in the trade to con- 
fidently believe that better things are in 
store. 

The rapid gain in rayon production is 
due to its increasing popularity in mixing 
with the three other leading fabrics. The 
manufacturers are now thoroughly familiar 
with rayon, and while it has certain limita- 
tions, such as washing qualities, it has be- 
come firmly established in those uses for 
which it is adapted. Last year’s American 
production was around 50,000,000 pounds 
and this year it was at first thought that 
production would reach 70,000,000 but this 
has since been revised to 65,000,000, which 
seems a conservative estimate. In addition, 
about 10,000,000 pounds are imported an- 
nually. In July there were some substan- 
tial price reductions announced by the com- 
panies controlling the bulk of production 

(Continued on page 194) 
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commen INVITATION 


to those attending the 


A.B.A. CONVENTION 


INCLUDE 
SAN FRANCISCO 


IN YOUR ITINERARY 
ON YOUR WAY TO OR FROM 
THE LOS ANGELES CONVENTION 


WE ARE PLANNING 
TO SHOW YOU OUR CITY AND 


ITS SURROUNDINGS 


BRING YOUR GOLF CLUBS 
AND PLAY SOME OF OUR FAMOUS COURSES 


A word from you telling us about the 
time of your arrival will be deemed a 
gratifying response to this invitation 


Please accept our 


invitation. ASSOCIATED BANKS 


We, too, like to play OF SAN FRANCISCO 
—and «talk Ss hop.” HEADQUARTERS: PALACE HOTEL, SAN FRANCISCO 


When writing to advertisers please mention the American Bankers Association Journal 
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Federal Home Mortgage Company 

First Mortgage 

Collateral 
Gold Bonds 


A Universal Investment 


| | | 


Empire Trust Company, New York City, Trustee 
Guaranteed by the National Surety Company 


VERY Federal Home Mortgage Com- 
EK pany Bond represents a share in a 

group of First Mortgages on homes 
and small business properties, universally 
regarded as the safest kind of investment 
security. 


Great care is exercised in selecting the mort- 
gages, every one of which is thoroughly in- 
vestigated by the Company and by the 
National Surety Company before being ac- 
cepted. 


In addition to this “best security in the 
world,” the National Surety Company, with 
assets of over thirty-five million dollars, 
guarantees by endorsement on the Bond the 
payment of principal and interest. 


Issued in coupon form in denominations of 
$500 and $1,000 in maturities of five, ten and 
fifteen years. 


Distributed to investors through the follow- 
ing established Banks and Investment 
Houses to whom inquiries should be 
sent: 

GRAND RAPIDS NATIONAL BANK 
Grand Rapids, Michigan 


PORTER, ERSWELL & CO. 

216 Middle Street 

Portland, Maine 
W. H. STOUT & COMPANY » 
7 St. Paul Street % 
Maryland 


EVANS & CO. 

» New York City 

223 Fourth Avenue 
Pittsburgh, Pa. 


HAYDEN, VAN ATTER & CO. 
Buhl Building, Detroit, Michigan 
PALMER BOND & MORTGAGE CO. 
Walker Bank Building, Salt Lake City, Utah 


ARNOLD AND COMPANY R. H. ARNOLD CO. 
1010 Vermont Avenue 120 Broadway 
Washington, D. C. New York City 


THE MICHIGAN TRUST CO. 
Grand Rapids, Michigan 


GEO. L. SIMPSON & CO. 
American Exchange Bank Building 
Dallas, Texas 


Inquiries from banks and dealers invited 
R. H. ARNOLD CO. 


Established 1895 
Fiscal Agents 


Baltimore, 


120 Broadway New York City 


Profits in Rubber 


(Continued from page 141) 


cal goods and druggists’ sundries for the 
last five years for which reports are avail- 
able, the latest being 1923: 


These are figures that are seldom referred 
to by the general public, which seems im- 
bued with the idea that “big business” as 
carried on by the “corporations” is uniform- 
ly successful. They are never quoted by the 
speakers on street corners who talk about 
the “wicked capitalistic system” and the 
“enormous profits of industry.” 


The United States Rubber 
Company 


_ leading concern in the rubber indus- 
try, and one of the oldest, is the United 
States Rubber Company, and its annual re- 
ports to stockholders may always be pe- 
rused with interest. The company made a 
net profit last year of $17,309,870 (after de- 
preciation, interest and. tax reserves, but 
before appropriating $3,000,000 out of sur- 
plus, to be applied against cost of crude 
rubber to be received during 1926). This 
was on gross business of $206,473,737, rep- 
resenting a profit of 11.9 cents on each dol- 
lar of sales. 

The company had outstanding at the be- 
ginning of 1925 preferred stock of $65,- 
110,000, common stock of $81,000,000, sur- 
plus of $40,887,742, and minority stock of 
subsidiaries $273,600, making a total capital 
investment at book value of $187,271,342. 
The 1925 profit represents on this figure a 
return of but 9.5 per cent, which could cer- 
tainly not be regarded as excessive con- 
sidering the hazards of the industry and 
the fact that 1925 was a much better year 
than the average. If the $3,000,000 reserve 
against crude rubber purchases be treated 
as a charge against the year’s profit, the 
rate of return would be but 7.8 per cent. 

This is one of the most successful com- 
panies in the rubber business. It has over 
27,000 stockholders. The regular dividend 
was paid on its 8 per cent non-cumulative 
preferred stock, but no disbursement has 
been made on the common since 1921. 


The New York Rubber 
Exchange 


O discussion of the rubber industry 

would be complete without reference 
to the New York Rubber Exchange, Inc., 
founded only a few months ago, which for 
the first time furnishes American buyers 
and sellers an open market for trading in 
rubber, the same as is afforded by the ex- 
changes dealing in other leading commodi- 
ties. 

Heretofore London was the sole market, 
but this new organization will give Ameri- 
can importers and manufacturers, who use 
a major share of the world’s rubber, the 
same convenient facilities to trade in the 


Net Profits or Losses of Rubber Manufacturers 
(From Reports of United States Department of Internal Revenue) 


NUMBER 
Reporting net income 
Reporting no net income 
Total number reporting _ 
AMOUNT (000’s omitted) 


Total income of corporations reporting net income.... 


Income and profits taxes 
Balance, net income 


Total deficits of corporations reporting no net income .. 


Balance, net income after deficits 


*Deficit. 


1920 1921 1922 1923 
234 15 239 210 
367 279 307 
601 518 517 


$122,558 $24,938 $41,387 $40,984 
,796 3,522 2,240 2,307 
93,762 21,416 29,147 38,677 
4,698 31,431 24,235 21,406 
89,064 *10,015 14,912 17,271 


1919 
36: 


*95,704 


product. The exchange is organized like 
any other, having regular brokerage houses 
as members, and all trades are recorded ang 
published. Hedging operations may be 
availed of by manufacturers who wish to 
insure themselves against loss by market 
changes, the same as do flour millers. The 
future accounts are carried by and scttled at 
maturity with an affiliated Clearing House. 

The need for a hedging market in rub. 
ber is fully as important as for any other 
commodity, due to the erratic fluctuations 
from the natural difficulty in regulating pro- 
duction to demand already described, and 
also to the period of several months inter- 
vening between the time the crude rubber 
in ribbed smoked sheets and crepe is pur- 
chased in the Singapore market and the 
date it arrives by boat in the United States, 

Most purchases are made under bankers’ 
commercial credits. The American tire 
manufacturer opens a credit with his own 
bank, which advises its Asiatic branch or 
correspondent to accept a draft of the ship- 
per upon delivery of bills of lading, invoices, 
insurance certificates, etc. These documents 
are forwarded to the American bank, which 
in turn can give them, upon reimbursement 
for the credit or against trust receipt, to 
the purchaser, enabling him to obtain pos- 
session of the merchandise upon arrival. 
By the time the draft matures, if not be- 
fore, the purchaser must put the bank in 
funds to meet it. But in the meantime, 
should the price be declining appreciably, 
the purchaser had better protect himself by 
selling an equal quantity of rubber for fu- 
ture delivery; this latter contract can later 
be closed out at a profit by buying in, thus 
offsetting the inventory loss on the original 
purchase abroad. 

Such a hedge protects not only the im- 
porter but the banker. When a commer- 
cial credit has once been availed of, the 
rubber is definitely the commitment of the 
importer, against which he has a definite 
liability to his banker. On some financial 
statements this may not be included, except 
perhaps as a contingent liability mentioned 
in a footnote, but most bankers and ac- 
countants agree that the correct practice is 
to include it as a direct liability, with a 
contra item for raw material in transit in 
the assets. 

The Rubber Exchange, like most others, 
will doubtless attract some business of a 
purely speculative nature, but this, while it 
may at times cause minor fluctuations, 
should tend to broaden the market and thus 
minimize the excessive swings and the large 
spread between bid and asked quotations, 
which evils prevail in any unorganized 
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AVOIDABLE LOSS! 


SAYS BANKS LOSE 
BILLIONS TO CROOKS 


Expert Tells Pclice Chief $3,- 
620,000,000 Taken in Year 


[Special Dispatch to The Herald] ' 
CHICAGO, July 20—Banks in the | 
United States lost $3,620,000,000 to 
crooks in 1924—or $42,000,000 more 
than the total income of the govern- 
ment. Crime has increased 1200 per 
cent. in the last 35 years in the 


United States. 

These statements were made today by 
fh. C. Saunders, manager of the protec- 
tive department of the Illinois Bankers’ 
Association, in an address before the 
delegates to the International Police 
Chiefs’ Association in session here. 

“Tl want to say to you gentlemen,” 
said Mr. Saunders, ‘“‘that we are getting 
dangerously close to the edge, and there 
tS no economic problem so serious and 
of such great importance before the 
American people today, as the question 
of suppressing crime throughout the 


country. 


The above clipping reproduced from the Boston, Mass., Herald of July 21, 1926, 
reports on the highest authority an alarming condition of the greatest importance to all 
financial institutions. 

Although constant warfare has always existed between organized society and the 

eforces of lawlessness, lately the fortunes of battle have apparently swung toward the 
latter, and no financial institution is safe from attack unless every defensive precaution 
is taken. 

For over fifty years the Holtzer Cabot Electric Company has directed its resources 
to the development and perfection of protective systems. So successful has been the 
result of this specialization that Holtzer-Cabot protected institutions enjoy double 
protection. The well known effectiveness of Holtzer-Cabot Protective Systems largely 

removes the possibility of attack, but should one occur, the 
chances of success are slim indeed. 

A confidential booklet describing the very latest developments 
in bank alarm and protective systems will be sent gratis to any 
bank official writing on his official stationery. It will pay you to 
secure this booklet at once. 


The HOLTZER-CABOT ELECTRIC CO. 


HOME OFFICE and FACTORY CHICAGO OFFICE 
125 Amory St., Boston, Mass. 6161 South State St., Chicago, Ill. 


MANUFACTURERS OF SIGNALING SYSTEMS FOR OVER FIFTY YEARS 


f) 
4 


SYSTEMS. 


FIRE ALARM 
BANK 
PROTECTION 


When writing to advertisers please mention the American Bankers Association Journal 
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Deposited 


Securities 


There are exception- 
al advantages afforded 
at a reasonable cost 
under Bankers’ Blanket 
Bond, Standard Form 
No. 4b, against loss 
through: 


a—Any dishonest 
act; 


b—Robbery, bur- 
glary, theft, hold-up, or 
destruction of securi- 
ties deposited by the 
insured with another 
bank as depository in 
the usual course of 
business and held by 
the latter for safe- 
keeping. 


This cover should 
prove very attractive to 
banks placing securities 
in the hands of their city 
correspondents for safe- 
keeping. 


United States Fidelity 
and Guaranty 


Company 


Baltimore 


A branch or agency in every city 


Maryland 
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Damage That A Maniac’s Bomb Did in Pittsburgh 


= he 


1 +-~ is an interior view of a branch of the Farmers’ Deposit Savings Bank in 
Pittsburgh showing the extent of the damage done when a maniac, infuriated 
because a teller would not give him $2,000 for a worthless piece of paper, kicked a 


bomb at his feet and caused a tremendous explosion. 


The maniac was killed by the 


detonation as well as another man, and many others were injured. 


Effect of Boycott 
(Continued from page 158) 


institutions in Mexico, to investigate the 
economic situation and fluctuations in ex- 
change. 

There is still another very important fac- 
tor affecting the economic position of the 
country. The Mexican government has 
abolished convents and has discontinued hos- 
pitals, asylums and all charitable institu- 
tions conducted by nuns, who have been ex- 
pelled from the country. The Catholic 
Church has maintained institutions of 
charity ever since its establishment in Mex- 
ico. Its assistance has not been discon- 
tinued at any time in spite of the revolu- 
tions and misfortunes which have beset Mex- 
ico since its independence. On the other 
hand, the hospitals and charitable institu- 
tions of the Mexican government have had 
to suffer in a parallel way with the gov- 
ernment in all its vicissitudes. In other 
words, the assistance rendered to the afflict- 
ed has been rather inconsistent and, there- 
fore, ineffective. Under the present circum- 
stances, ill people in Catholic hospitals have 
been thrown out on the streets. Children 
kept in the asylums are wandering the 
streets already overcrowded with beggars 
and loafers. It is a pitiful sight to watch 
these poor creatures at night, curled in 
groups on the doorways of the cold streets, 
endeavoring to keep warm and to sleep. 
And all these people are economic burdens. 
Is it, therefore, to be wondered at the appall- 
ing increase in thievery and crime through- 
out Mexico in recent months? 

The situation presents indeed a very seri- 
ous aspect. A discussion has been pre- 


sented here of the economic side of the 
problem without going into the social diffi- 
culties which have arisen in Mexico as a 
result of the religious policy of the govern- 
ment, which increases the size of the whole 
problem. 

Bankers and merchants interested in the 
present situation must take into considera- 
tion the fact that there is little likelihood 
of a satisfactory and speedy solution of the 
problem. The new Mexican congress will 
be, as the past ones, a hand-picked group, 
amenable to government discipline, and, con- 
sequently, the religious policies of the gov- 
ernment will continue along the lines laid 
down by the President, without interference 
from the legislature. 


Farmers’ Income Over 
Ten Billion Dollars 


yen money income of the farmers for 
the fiscal year 1926 is fixed at $10,175,- 
000,000 in a review of the agricultural situ- 
ation make by the Commercial and Conti- 
nental Banks of Chicago. This is about 
$250,000,000 less than for the previous year, 
but well above the average for the five years 
from 1920 to 1925, which was $9,335,000,000. 

On the basis of the present outlook for 
production and prices, the Chicago bank 
states that the indicated money income of 
farmers of the United States for the season 
1926-27 is slightly below that of last year, 
but appreciably larger than the five-year 
average. Cotton farmers, as a whole, face 
a prospective reduction in total return for 
the crop of $300,000,000 or more this year, 
according to the indications given in mid- 
August. 
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Our 11,000 Millionaires 


(Continued from page 134) 


not on the retired list, but, on the other 
hand, are active and vigorous, and, in addi- 
tion to all their other income, are earning 
through personal service an average of about 
$150 each every day in the year. 


Garden Variety Millionaires 


HE wealthy that we have so far been 

studying are those with annual incomes 
in excess Of a million dollars. In addition 
to these are the people who are actually 
worth a million dollars or more, although 
their income may be much less than a mil- 
lion. The real millionaire is he whose total 
wealth is in excess of $1,000,000. In France, 
today, the French millionaire or possessor 
of wealth to the value of one million francs 
may be worth only about $25,000, while a 
few years ago a German millionaire might 
have been worth only a few thousand dol- 
lars. 

An American with one million dollars 
cash capital, invested in government bonds 
at par, paying the Liberty Loan rate of 
interest of 414 per cent, would have an in- 
come of only $42,500. Again, if he puts 
$50,000 in a city home, $50,000 in a country 
home, $50,000 in fittings, furniture, and 
automobiles, keeps $100,000 balance in bank, 
and invests the remainder in stocks netting 
him, say, 5 per cent, his income would be 
$37,500. 

The American individual who receives an 
annual net income of $50,000 exclusive of 
the income derived from personal services, 
it would seem safe to say, is an American 
millionaire. 

The latest complete statistics of income 
issued by the Bureau of Internal Revenue 
is for the income received for the year end- 
ing Dec. 31, 1923, the tax upon which was 
payable during the year ending Dec. 31, 
1924. That report shows that seventy-four 
individuals also returned net income in ex- 
cess of $1,000,000. Of these, forty-six were 
married men; one, a man, head of a family; 
two women heads of families; twelve single 
men; seven single women, and six married 
women separately returning their income. 
That is, fifty-nine men and fifteen women 
received net incomes in excess of $1,000,000. 
These seventy-four individuals represented 
at least sixty-eight separate families, proba- 
bly six of which reported separately the 
_ income of husband and wife, each of which 
returns, however, individually were in ex- 
cess of $1,000,000. 

Of the 7,698,321 returns analyzed in that 
report, 8,600 returns were made by indi- 
viduals whose wealth was probably in ex- 
cess of $1,000,000. That is, their net income, 
exclusive of salaries and wages, was in ex- 


cess of $50,000. 


Our 11,000 Millionaires 


r 1914, upon this basis, there are prob- 
ably about 4500 millionaires in the United 
States. This number increased to about 
6600 in 1915, to about 10,900 .in 1916, to 
about 11,800 in 1917, the maximum number 
of American millionaires at any one time— 
due probably to war conditions. At the 
Present time there are probably about 11,000 
American millionaires. 

The increase in number from 1923: has 


PARAPHRASED PROVERBS 


A Miss of Five Minutes 
at the Clearings is 
as Good as— 


A Day’s Interest Lost 


If we could ascribe a sense of humor 
to a transit check, we might imagine 
with what feelings it is finally made 
the subject of frantic clericai haste to 
avoid “missing the clearings”—after it 
has spent idle days and long nights in 
innumerable transit “racks” and post 
office boxes. 


Items sent to us are handled promptly 
by our day-and-night operating Transit 
Department and Direct Collection 
Service. 


All items received at par. 


THE 


PHILADELPHIA-GIRARD 
NATIONAL BANK 


PHILADELPHIA, PA. 


Capital, Surplus and Profits. . . . $27,900,000 
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SEEKING NEW BUSINESS 
ON OUR RECORD 


The Chemical Policy is to 

seek growth in its deposits 

by aiding legitimate growth 
among its depositors. 


WE WANT YOUR ACCOUNT IN ORDER 
TO CONTRIBUTE TO ITS GROWTH. 


GHEMICAL 


NATIONAL 


BANK 


OF NEW YORK 


B’WAY at CHAMBERS, FACING CITY HALL 
FIFTH AVENUE at TWENTY-NINTH STREET 
MADISON AVENUEat FORTY-SIXTH STREET 


been caused by the wonderful prosperity of 
corporate business. This has occurred since 
the removal of the burdensome excess profits 
tax that was levied upon corporations as a 
war measure. This tax produced the largest 
revenue ever derived from a single source 
of taxation in a single year of which the 
world has any record. During the calendar 
year 1918 over $2,505,000,000 accrued from 
corporations on account of this tax. 

These statistics also show the squeezing 
out of many of our war-made millionaires. 
By 1923 some 2800 of these were no longer 
in the millionaire class, many had even 
totally disappeared from the list making 
income-tax returns, while others made re- 
turns of comparatively small incomes. The 
evidence seems to prove that it is easier 
to earn great wealth than it is to preserve 
or conserve it. 


In 1914 the number of American million- 
aires was about 45.44 per each 1,000,000 
population. In 1923 it was about 77.30 
per each 1,000,000, while today it is about 
95.22 per each 1,000,000. 

This proportion of millionaires will prob- 
ably decrease. Many of those who become 
millionaires through profitable investments 
in corporations will pass from the ranks, 
while their places will be filled only par- 
tially by new millionaires. 

The fear that the American business man 
is deteriorating in ability is without ground. 
It cannot be gainsaid that the modern busi- 
ness man is not the slave to his business 
that those of the old school were. That is, 
he takes time off—occasionally, to look after 
his physical welfare. His business does not 
depend, at any rate to the extent it did in 
past times, upon his own individual work. 
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He has learned, probably from his college 
football tactics, the advantage of team work. 

Instead of attending to all the details him- 
self, he now has a well-organized force 
watching for the signals, each ready to aid 
the team at his call, and so, working to- 
gether, form an almost irresistable organ- 
ization. This is now evident in every line 
of industry, and probably is one cause of 
the great development in corporate business, 

The increase in wages of all kinds also 


has entered into the problem. The result js 


that, although the national income is enor- 
mously increased, the national outgo is jp- 
creased possibly even to a greater extent, 
due to new necessities being added to the 
life of all. 

The eventual result of these modern tend- 
encies will probably be a healthier, sturdier, 
happier race, with the poorest classes prac- 
tically eliminated. 


Distribution by States 


HE distribution of these millionaires by 
states for the year 1923 may be of in- 
terest. 


The following table will illustrate the 
probable distribution of American million- 
aires by the states in which their returns 
for income tax were filed. The probable 
number of persons with wealth in excess 
of $1,000,000, and the number, included in 
the former group, who reported net income 
in excess of $1,000,000 for the calendar year 
1923, is given below: 


Number returning 
Probable num- net income in 
ber of mil- 


i excess of 
lionaires 
26 


State $1,000,000 
1 


Alabama 
Arizona 0 
Arkansas 0 
California 2 
Colorado 0 
Connecticut 3 
Delaware 0 


0 
0 


Louisiana 
Maine 
Maryland 
Massachusetts 
Michigan 
Minnesota 
Mississippi 
Missouri 
Montana 
Nebraska 
Nevada 
New Hampshire .... 
New Jersey 
New Mexico 
New York 
North Carolina 
North Dakota 
Ohio 

Oklahoma 
Oregon 
Pennsylvania 
Rhode Island 
South Carolina 
South Dakota 
Tennessee 


Vermort 
Virginia 
Washington 
West Virginia 
Wisconsin 
Wyoming 


| 


Total, United States. 8,600 


This estimate is about as close as the in- 
come statistics will allow. The undeter- 
minable fact that some persons are now if 
possession of very valuable property that 
is not at present productive may increase 
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the number of American millionaires, but, 
on the other hand, the possession by others 
of property that is exceptionally productive 
at present may act as a set-off. It is, there- 
fore, safe to say that at the present time, 
among over 115,000,000 people, there are 
some 11,000 who are worth in excess of 
$1,000,000 each. 

The above statistics clearly show that 
wealth and population go hand in hand. New 
York, naturally having the largest number, 
followed by Pennsylvania and Illinois. 


Our First Billionaire 


HE latest returns that we have from 

our three wealthiest citizens are that 
they owned $33,811,500 of the obligations of 
states and political subdivisions thereof; 
$82,691,850 of obligations of the United 
States not taxable, and $3,823,598 partially 
taxable. In addition, they held corporate 
securities from which the dividends in 1924 
amounted to about $30,000,000. 

This represents a total of stocks and bonds 
held by these three persons of from $750,- 
000,000 to $800,000,000, from which they 
received about $34,500,000 interest and divi- 
dends. 

If to the value of these interest-bearing 
securities be added the value of all the other 
property owned by these three millionaires— 
their non-productive or inactive securities, 
their holdings of real estate, collections of 
art, jewelry, and all other personal prop- 
erty—it would seem safe to say that the 
entire present value of their gross estates 
will be in excess of $2,000,000,000, or, be- 
cause of the newness and class of invest- 
ments of two of these, over $1,000,000,000 to 
our wealthiest man—a billionaire. 


India Spurns 
(Continued from page 152) 


the silver industry as might first appear. 
The currency habits and customs of the mass 
of the people remain unchanged. The sil- 
ver rupee is to continue and will form the 
principal hand-to-hand medium of exchange. 
Whatever the standard, silver coin will con- 
tinue as the actual currency, and silver will 
be desired for hoarding and for the arts. 

Wages and prices in India are so low that 
a gold currency is not at all adapted to such 
an economy. Gold coins are very much out 
of reach for the average person there. 
Efforts prior to the war to introduce gold 
into circulation did not meet with much 
success, 

The circulation of paper money in India 
has increased greatly as a result of the war, 
and offers competition to silver. But this 
situation is not affected by the introduction 
of the gold standard. On the other hand, 
the paper notes are no longer to be legally 
convertible into silver, according to the 
plans, and the large silver reserve behind 
them therefore becomes unnecessary and is 
to be reduced. The notes at present are 
backed by a reserve of gold, silver and se- 
curities. Under the new plan at least 40 
per cent of the reserve would consist of gold 
and gold securities. 

In the smaller denominations paper is not 
a satisfactory currency. The smaller de- 
nominations of paper in India are dirty and 
unsanitary. They also wear out rapidly. 


For such purposes coin meets the needs more 
satisfactorily. The paper money is accepted received. Part of this excess represents 
payments of interest upon investments in 
India, and also provides for expenditures of 


readily, but is not used for hoarding. 

Much of the silver going into India has 
been to settle a regularly occurring adverse the Indian government in London. 
balance of trade. In the merchandise trade mainder of India’s favorable balance of trade 
between India and the rest of the world, 
as far back as records go, exports sent out the precious metals. 
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in New York 


Established 1839 
STATEMENT OF CONDITION, JUNE 30, 1926 


RESOURCES LIABILITIES 
Loans and Discounts $322,984,561.38 | Capital Paid up $25,000, 000.00 
Overdrafts, secured 35,000,000.00 


and unsecured .... 70,160.40 
United States Secur- Undivided Profits... 6,942,978.69 


61,028,216.99 
Other Bonds and Se- Dividend payable 
curities 14,535,190.07 | July 1, 1926 
Stock of Federal Re- 
serve Bank........  1,800,000.00 | Dividends unpaid ... 15,769.50 
Banking House ..... 4,000,000.00 Deposits 515,005,640.27 
Cash in Vault and 
due from Federal 
Reserve Bank 
Due from Banks and 
Bankers 8,312,874.86 
Exchanges for Clear- 
ing House ........ 123,914,071.98 
Checks and _ other Acceptances executed 
Cash Items 2,859,686.31 | for Customers . 
Interest Accrued..... 1,527,353.12 
Customers’ Liability Acceptances sold with 
under Acceptances. 22,043,370.39 our Endorsement.. 17,513,372.72 


$631,401,666.76 


1,000,000.00 


Reserved for Inter- 
est, Taxes and 
other Purposes.... 6,716,197.06 


68,326, 181.26 


Unearned Discount.. 1,081,175.20 


23,126,533.32 


$631,401,666.76 
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from India have exceeded in value imports 


is settled largely through the importation of 
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Lombard Street Office 
London 


; 
% 


Guaranty Service in England 


HIS COMPANY established its first office in 
London more than a quarter of a century ago 
as the pioneer among American banks in England. 
The Company now has three offices in the British 


Capital and one in Liverpool. 


It also has offices 


in Paris, Brussels, Havre and Antwerp. 


All of these are complete American banks, 


handling business in the American way. 


They 


afford exceptional facilities, as well as the advan- 
tages resulting from intimate knowledge of both 
American and foreign business. 


Guaranty Trust Company 
| of New York 


PARIS 
ANTWERP 


NEW YORK 
LIVERPOOL 


LONDON 


Gillon, Read Co. 


HE adoption of the gold standard will 
not in itself affect the relation between 
imports and exports, so that the favorable 
balance of trade may be expected to con- 
tinue and will still have to be settled by 
imports of the precious metals. It may re- 
sult, however, that a larger percentage of 
the balance is settled in gold instead of sil- 
ver, inasmuch as gold can always be con- 
verted into rupees at a predetermined rate. 
If rupee exchange rises to the gold im- 
port point, the tendency is for it to stimu- 
late the importation of silver and other 


HAVRE 


BRUSSELS 


M. J. Richardson & (0. 
Tulsa 


—Established 1910— 


staple commodities against which rupee ex- 
change can be drawn. Gold sent to India, 
on the other hand, can be converted into 
rupees at a definite rate, as mentioned above, 
while the silver would have to be sold in 
the market and the number of rupees real- 
ized would depend upon the price of silver. 
If the price of silver in India would not 
make the importation of silver attractive 
with rupee exchange at the gold import 
point, the adverse balance would tend to be 
settled by the importation of gold. ’ 
However, the mechanics by which ex- 
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change is kept within the gold points does 
not conceal the fact that the demand for 
silver in the arts for hoarding and for coin. 
age purposes will continue. Much of the 
gold and silver entering India shou! prop. 
erly be classed as merchandise destined for 
the arts, which thereby reduces the so-called 
unfavorable balance of trade. The uses of 
the precious metals in the arts and i: mone- 
tary channels are so inter-related that no 
fine distinction, even in theory, can be drawn, 

The consumption of gold by India during 
the past fifty years has been over 10 per 
cent of the world’s production, beins more 
in recent years. In the five years prior to 
the war, India’s net gold imports were over 
half a billion dollars, or about 23 per cent 
of the total production. 

Following the adoption of the gold stand- 
ard in 1893, the importations of silver into 
India ‘were slightly reduced for a few years, 
partly in order to even up large importa- 
tions during the years immediately preced- 
ing, when the metal had become cheap. The 
reduction was only temporary, and impor- 
tations of silver soon came to be larger than 
ever before. 

A serious effect of the proposed change 
in India upon the silver industry is, as men- 
tioned before, that resulting from the re- 
duction of the large silver reserve. The 
throwing on the market of 400,000,000 
ounces of silver, more than two years’ pro- 
duction for the world, is an event of no 
small consequence, and is sufficient to depress 
the price considerably and cause serious dis- 
tress to producers, especially those working 
on a small margin of profit. Much of the 
silver is produced in connection with the 
production of copper, lead and zinc, so that 
the cost of producing silver depends upon 
a group of factors. 

The sale of the surplus silver reserve is 
to be spread over a period of ten years so 
as to cause as little disturbance as possible. 

The effect of the reform upon gold will 
be healthy in that the adoption by India 
of gold as the basis for the currency sys- 
tem will help to stabilize its value. The 
wider the use of gold and the greater vari- 
ety in circumstances accompanying its use, 
the better able is it to withstand disturbing 
influences in any particular locality, and, 
consequently, greater stability in value. 

Existing supplies of gold are adequate to 
provide India with the gold standard with- 
out an undue strain upon stocks of the metal 
in other countries. The United States, with 
half of the world’s monetary gold, has much 
more gold than it needs for its own use, and 
can advantageously give up a large portion. 
As currency conditions throughout the worid 
become more settled and the gold standard 
is reestablished, there seems to be little rea- 
son for apprehension that the present sup- 
ply of gold, supplemented by annual produc- 
tion, will be inadequate. The future, how- 
ever, can best speak for itself. 

Inasmuch as gold will not circulate in 
India, and will not be available for hoarding 
any more than at present, the amount ol 
gold necessary to maintain stability of the 
rupee will not be relatively great. The con- 
templated change will probably not cause 
much of an exodus of gold from the United 
States unless there should be a pronounced 
increase in exports from India or a decrease 
in the imports, which might occasion a flow 
of gold out of the United States. 
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Growing Legion 
(Continued from page 155) 


TATE banks generally have fewer own- 
ers than the national banks. In several 
states the minimum capitalization required 
is lower than the limit for the federally 
chartered, which accounts in a measure for 
the difference. The following figures, which 
represent definite totals or estimates sup- 
plied by the state bank commissioners, re- 
veal this: 
Total 
Stock- Aver- 

State holders age No. 
Arkansas 11,012 28 
Georgia 15,000 
Massachusetts (Trust 

companies) 13,735 
Michigan 32,293 
New Mexico .. ee 593 
North Dakota . ae 6,600 
Utah 6,179 
Wisconsin 5 45,000 
Wyoming 1,376 
Washington 5,500 

Some of the bank commissioners were un- 
able to give the definite figures, but indi- 
cated the holdings of the different size 
banks. In Delaware the small state bank 
will have about seventy shareholders, while 
the average will have 175. In Florida the 
average state bank will not have more than 
fifteen or twenty. Georgia has one state 
bank with 800 stockholders. The average 
Illinois bank of $100,000 capital is owned 
by from forty-five to fifty-five persons. In 
the small towns of Indiana the state banks 
will have from fifteen to thirty stockhold- 
ers, while the medium size institution will 
have fifty; in the cities the range will be 
from 100 to 300 owners. In Idaho the aver- 
age bank will have from fifteen to twenty. 
In Iowa from twenty-five to thirty. In Mis- 
sissippi the average small bank will have 
a list of fifty, the medium size institution 
seventy-five, and the banks in the largest 
cities about 100. Forty stockholders repre- 
sent the average bank in Minnesota, while 
the range in Oregon will be about forty for 
the small town; from fifty to seventy-five in 
the medium size town, and 100 to 150 in the 
larger cities. 

Considering all the data that are available, 
it appears that there are about 800,000 who 
own shares in the state banks. Combining 
this vast legion with the army of national 
bank owners, it may be estimated that there 
are about 1,400,000 who own a part in the 
American chartered banking system. 


For Closely Held Banks 


T cannot be said that bankers and the 

supervisors of banks look wholehearted- 
ly in favor of the widespread dissemination 
of stock. Especially do the state superin- 
tendents of banking, as a rule, feel that it 
would be a mistake to have the shares of 
the small banks scattered among a compara- 
tively large number of stockholders. This 
would lead to the almost certain weaken- 
ing of the stockholders’ liability, it is main- 
tained, because when no one man, or a 
small group of men, have a_ responsible 
ownership in a bank, the authorities find it 
very hard to get proper adjustments when 
necessary. 

“IT am of the opinion that the fewer share- 
holders the bank has the better off it is,” 
one of the state bank commissioners of a 
middle western state says. “As long as 
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Current offerings 


BUILDING 7 


for current needs 


rE our monthly Investment Lists 
you will find a broad selection 
of diversified issues many of which 
are particularly suited to bank in- 
vestment. Each has been carefully 
investigated by us and carries our 
recommendation as a good invest- 
ment in its class. 

These lists are consulted regu- 
larly by thousands of banks in 
country towns and large centers. 
We will gladly mail you these offer- 
ings each month if you want them. 


The National City Company 


National City Bank Building, New York 


Offices in more than 50 leading cities throughout the world 


SHORT TERM NOTES 


everything is running smoothly and divi- 
dends are forthcoming, the stockholders are 
satisfied, but when something comes up to 
disturb the dividends, then they are, in my 
opinion, a real nuisance. There are very 
few stockholders that are really any bene- 
fit to a bank, and a great many of them 
go on the theory that because they are 
stockholders they should be granted special 
privileges, which they are really not entitled 
to. As a matter of fact, in looking over 
the records of suspended banks, you will 
invariably find a large amount of loans to 
stockholders.” 

This view is echoed by another bank 
superintendent in the corn belt section, who 
suggests that “while it is sometimes argued 
that a bank with a very large number of 
stockholders is benefited by the influence of 
a large number of owners, the owner of 
a few shares of stock takes very little in- 


ACCEPTANCES 


terest in the bank one way or the other, 
except to demand dividends, and is of very 
little help to the bank in good times or in 
bad.” 

An even more militant objection is regis- 
tered by a commissioner of one of the 
sparsely settled western states: 

“I am not convinced that a large number 
of stockholders is a desirable thing in state 
banks,” he asserts. “The quality of the 
stockholders rather than the quantity must 
be looked to in fortifying and safeguard- 
ing the institution. Only persons should be 
permitted to own bank stock who are capa- 
ble of meeting the financial responsibilities 
plainly implied in such ownership. A large 
number of stockholders has oftentimes 
brought about a feeling of irresponsibility 
on their part. Too often they think in 
terms of dividends rather than the safety 
and solvency of the institution. A small 
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SCRUBBED CLEAN 


In One Third the Time! 


i took a FINNELL just 40 minutes to scrub 


the floor of a certain bank in a small town. 


It took the janitor two hours and fifteen minutes 


to scrub the same area by hand. 


A saving of one hour and thirty-five minutes! Is 
it any wonder that the order for a FINNELL 


soon followed? 


A bank, above all places, should know the value 


of money,—and time is money. 


A bank also 


knows the value of a good impression, of spot- 


less surroundings. 


Whether it is a small bank with only the bank 
floor to clean, or a large city institution with a 


score of office floors to maintain, there is a right 


size FINNELL tc do the work more efficiently 


and more 


methods. 


economically than the old-time 


Write for Free booklet, “Your Questions 


The New 
Electric Way 


Answered by Users.” 


FINNELL SYSTEM, Inc. 
129 N. Collier Street 
Hannibal, Missouri 


District Offices in Principal Cities of U. 8. 
Standard Bank Bidg., Ottawa, Ont., Canada 


Floor Machine Headquarters for Twenty Years 


FINNELL 


ELECTRIC FLOOR MACHINE 
Tt Waxes \ It Polishes \ It Sands~ It Scrubs 


number of conservative and financially capa- 
ble stockholders has been found, in my ex- 
perience, to have the largest amount of that 
feeling of responsibility for the institution 
that is necessary sometimes for its preserva- 
tion. The diffusion of ownership may sound 
well from a political or sentimental stand- 
point, but does not, in my judgment, make 
for the safety and soundness of the bank. 
Scattering the shares out among uninformed 
people too often gives the impression to the 
stockholder that he should be preferred and 
given better treatment than any other pa- 
tron of the bank, and when such preference 
is not given him, his financial interest in 
the bank is insufficient to retain his loyalty 
to it, and oftentimes he becomes one of the 
bitterest critics of the institution, dividing 
the electorate of the bank into warring fac- 


tions detrimental to the bank’s real interest.” 

A bank commissioner of a southern state 
declares that levying an assessment on banks 
where there are many stockholders is “just 
like hanging crepe on the door,” a sure sign 
that there will soon be a corpse. The di- 
rectors of the bank do not dare call a 
general meeting of the stockholders and 
tell them of the true condition of the bank 
if it is in trouble, he said, but personally 
take out of the bank the bad and doubt- 
ful paper, depending on salvages from this 
paper and the probability of getting the 
stockholders at the next meeting to forego 
dividends until the directors have been re- 
imbursed for the amounts contributed. 

The personal equation enters so largely 
in banking, and the independent bank is 
run under such widely different conditions 
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in the various sections that it should not 
be expected that bankers would be agreed 
as to the desirability of having the stock 
widely distributed. 

In organizing a new bank, it is consid- 
ered a good advertisement for the stock to 
be widely held. Then, too, if the direc- 
torate is well diversified, it is thought that 
there will be less danger of the bank get- 
ting into difficulties because of the wisdom 
there is in the multitude of counsel. On the 
other hand, the business man likes to deal 
with old, established institutions, and nu- 
merous instances may be cited of a city’s 
most successful bank being owned almost 
entirely by a single individual or a family. 
Perhaps this is a legacy from the past when 
the private banker occupied a sphere of 
prominence now held by the chartered bank. 

It is possible for a few men to furnish 
enough capital to control a small bank. But 
in the large centers, where big-scale busi- 
ness demands large units of credit, a soly- 
tion is not so readily discovered. Just as 
the largest corporations must turn to the 
army of investors, the larger banks must 
look to outside investors for capital. Many 
of the large banks have not missed paying 
a dividend in fifty years. While the 1900 
per cent stock dividend that the famous 
First National Bank of New York cut early 
in the century has not been surpassed, the 
melon cuttings have been frequent enough 
to whet the appetite of the dividend seekers, 

But in the final analysis, it is the integ- 
rity of the management and the interest of 
the owners rather than any other factors 
that make for successful banking. 


Invisible Items 


a Department of Commerce estimates 
that American tourists spent more than 
$560,000,000 in foreign countries last year. 
Residents of the United States sent about 
$310,000,000 abroad in the form of immi- 


grant remittances. There was a shift in the 
tide of payments for the transportation of 
goods overseas as Americans paid foreign 
shipowners $8,000,000 more than foreign 
shippers paid American ships for the move- 
ment of freights and passengers in vessels 
of American registry. 

Apart from the interest that foreign gov- 
ernments are now paying the United States 
on the war loans that have been refunded, 
the Department estimates that Americans 
are now getting $355,000,000 more in private 
interest and dividends from foreign invest- 
ments and enterprises than foreigners are 
obtaining from their investments in_ this 
country. 

Foreigners are withdrawing bank balances 
that were maintained in this country during 
the years when there was the “flight of 
capital” from European nations. In 1924, 
the department estimates that foreigners’ 
bank balances in American banks increased 
$216,000,000. During 1925, it estimates, the 
balances shrunk $61,000,000. 

One of the invisible items in the balance 
of trade that was insignificant a few years 
ago was the amount of royalties that for- 
eign nations paid to exhibit American-made 
motion pictures. The government figures 
these royalties amounted to $75,000,000 more 
last year than the royalties the United States 
paid to show foreign-made movies. 
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Thirteen Points 
(Continued from page 170) 


key. There are many good reasons why 
they should be different. 

Negligence is not easy to define. It is a 
comprehensive term. A Chicago attorney 
made a compilation of all the cases on rec- 
ord in which decisions unfavorable to safe 
deposit companies had been rendered in the 
United States. His statistics showed that 
at least three major cases were lost because 
proper precautions were not taken to pro- 
tect keys for unrented boxes from access 
by unauthorized persons. Several cases 
have been lost because of failure to observe 
ordinary precaution in the hiring of em- 
ployees. Several more were lost because 
the safe deposit company was not in a posi- 
tion to show that it had investigated suffi- 
ciently the conduct of its employees after 
they had entered the service. Almost all 
these decisions were rendered against small 
banks and safe deposit companies. 

There are a number of things which the 
small bank can do without very much addi- 
tional cost, but which, as a rule, it is not 
doing : 

(a) If threatened with safe deposit liti- 
gation, it should secure the advice of law- 
yers of experience in handling safe deposit 
cases. 

(b) It should realize that the same pro- 
tection should be given for securities of 
renters of safe deposit boxes in its vault 
as is given to the bank’s own securities. If 
the bank’s securities and the safe deposit 
boxes are kept in the same vault, it will 
not do for the bank to purchase a burglar 
proof safe, install this in its vault, and keep 
the bank’s securities in the safe, because 
by so doing the bank convicts itself of look- 
ing after its own interests more carefully 
than it looks after the interests of its clients. 

(c) Provide a simple form of contract 
which embodies the essentials. 

(d) The contract should not avoid liabil- 
ity to the extent that it might be vitiated as 
being against public policy. 

fe) Keep a record of visits to boxes. 

(f) Protect keys by insisting on double 
access. 

(g) Prevent customers or employees from 
going into the safe deposit vauit alone. 

(h) Do not allow customers to leave keys 
in doors when a box is taken out into a 
room. The reason for this is plain. If 
keys are left in a box, a dishonest employee 
may duplicate them by taking an impres- 
sion; or some other customer, who has been 
out in a room, may come in and lock his 
box in the wrong cavity. 

(i) Keep a complete record of all trans- 
actions governing the use of safe deposit 
boxes, and change the lock whenever the 
box is surrendered or exchanged, or the 
keys lost. 

(j) Investigate carefully the records of 
men and women whom you employ. 

(k) Satisfy yourself, after they have 
been employed, that they are living the right 
kind of lives. 

(1) Before you admit a person to a box, 
be sure that he is perfectly rational in your 
judgment and capable of transacting busi- 
ness, 

(m) Be careful about written orders, es- 
pecially when signed by a person who is ill. 


“YOUR BANK’S NAME HERD 
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To Bank 


FRE Executives 


A beautiful sample 
Autopoint Pencil 


See coupon below 


“This is the bank that 
gets MY business !’” 


“Long Haul” 


Advertising 


that scores constant, tangible results 


The experience of thousands of banks 
that have used the new Autopoint Pencil 


ANY banks, many services, cannot be 
advertised in the usual way. Per- 
haps yours is one of them. The 
number of people they wish to reach is 
small. Or in reaching them they have to 
“buy” too many other people, too. For 
them, ordinary forms of advertising are 


nesses—a way we sell on results. It is a 
way that thousands of shrewd executives 
now employ, continually. Their repeat 
orders prove its effectiveness. 

This new way is the Autopoint Pencil—a 
permanent gift, bearing the name of your 
bank, placed in the hands of those whose 


wasteful. 


Here is a new way to advertise such busi- 


3 Big Exclusive Features 


Oannot ‘‘jam’’—protected by an exclusive 


patent. 
Bakelite barrel—onyx-like, 
material—cannot dent, spilt, 
burn. 


But 2 simple moving parts. 
complicated to go wrong. 
no bother. 


Better Pencil” 
Autopoint Company 


4619 Ravenswood Ave. 


Chicago, Illinois 


Mail the Coupon 
NOW! 


A written order reading, “Please allow 
Mr. Harry Robinson to go to my safe de- 
posit box and remove what he desires,” 
may seem to be sufficient authority, but the 
bank does not Know that it is not a forgery. 
In the second place, the bank does not know 
that the man who signed it was in a con- 
dition of mind to know what he was doing. 
In the third place, he may have signed it 
under duress. (Stranger things have hap- 
pened.) In the fourth place, the man who 
signed it may have died since signing it. 

The practice of all these safeguards en- 
tails very little additional cost, but, even if 
the practice does increase the cost a little, 
cannot the small banks meet the increase 
by increasing somewhat the rental price of 
boxes ? 


lightweight 
tarnish or 


Nothing 
No repairs, 


business you would influence, whose good 
will retain. It is not an ordinary souvenir, 
soon broken or discarded. This ad lasts for 
a lifetime. 

Autopoint is the sort of advertisement 
that keeps your name at your prospects’ 
finger-tips, all of the time. No waste in 
reaching just the people you want to reach. 
Advertising whose value is measured in 
years, not in minutes. 

To executives of banks who are inter- 
ested in getting new business, in 100% ad- 
vertising plans, we offer a beautiful sample 
Autopoint for their personal use. 

Simply mail the coupon for it, attaching 
your letterhead or business card. 


AUTOPOINT COMPANY For Bank Executives Only © 
4619 Ravenswood Ave., Chicago, Ill. a 


Without obligation, please rush sample Autopoint Pencil, 
your business-building gift proposition, prices of pencils 
and stamping, and full information. I attach business 
eard or letterhead. 


Name 
Position 
Company 
Address 


The banker, in order to keep abreast of 
his profession, studies literature which will 
help him toward that end. It has occurred 
to me very many times that too many man- 
agers of safe deposit vaults do not take 
advantage of the opportunities along these 
lines. There is little doubt in my mind that, 
by constant reading and keeping up to date, 
and by inquiry through state safe deposit asso- 
ciations, the manager can put himself in a 
much better position to conduct his institu- 
tion in the way in which it should be done. 
Let us never forget that “knowledge is 
power,” and this applies in no greater de- 
gree anywhere than it does to the safe 
deposit business. Knowledge of the legal 
technicalities of the profession, of pertinent 
court decisions, and of situations which have 
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“Do You Carry 


Credit Insurance?” 


Leading Bankers Ask Their Customers 


A well-known bank of New York City writes: 


“No doubt you will be interested to learn 
that we arranged to incorporate into the forms 
used for securing financial statements this 
query: Are your accounts covered by credit 
insurance?” 


Many other banks, in all parts of the country, 
tell us the same thing. They quickly see the 
value, to themselves and to the Manufacturers 
and Wholesalers who are their patrons, of hav- 
ing the latters’ book accounts protected against 
abnormal and unforeseen bad debt losses. And 
American Credit Insurance has been providing 
such protection for 32 years. 


CThe AMERICAN 


CREDIT~- INDEMNITY Co. 
OF NEW YORK J. F. FADDEN, presIDENT 
Offices in All Leading Cities 


New York, St. Louis, Chicago, Cleveland, Boston, 
San Francisco, Philadelphia, Baltimore, 
Detroit, Atlanta, Milwaukee, Etc. 


COINS 


Rare coin book, 50c. Send $2.00 for old 
U. S. coins. The collection includes Yec. 
piece, large cent, 2c. piece, 3c. piece silver, 
3c. piece nickel, half dime silver, 10c. piece 
early date, 25c. piece early date, 50c. 
piece early date. Guttag Bros., 16 Ex- 
change Place, N. Y. 


occurred in other vaults are the greatest 
safeguards with which a safe deposit man- 
ager can surround himself. This knowledge 
once acquired can be made of the greatest 
value by passing it up to the banker, that 
the latter may be acquainted with the diffi- 
culties and risks attendant upon safe deposit 
management. It is equally important that 
the manager should pass down his knowl- 


Southern California 
Banks For Sale 


We invite a call from bankers attending 
the convention who are interested in lo- 
cating in California. Sanders-McCulloch 
Co. ((Exclusive Bank Brokers), Suite 1005, 
Story Building, 6th and Spring, Los 
Angeles. 


edge and experience and literature to his 
assistants for their own information and 
protection. 


During the month of August the U. S. 
Mints coined 1,295,000 pieces of silver for 
the government of Venezuela and 40,000 
pieces of gold for Guatemala. 
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New Order 
(Continued from page 164) 


of the clearing house, so they were fre to 
act as they pleased. While the charge on 
each check was generally small, the collec- 
tion fees mounted up when figured over a 
long term, so funds that had come to New 
York were diverted to these other channels 
to escape the tariff. 

Convinced that the removal of restrictions 
on the “natural flow of funds” would tend 
to attract deposits to this center, and that 
this freedom would place the members in a 
position to compete more on an equal f{oot- 
ing with banks that were not members of 
the clearing house and other institutions in 
adjacent territory, the association decided to 
make the charges discretionary. Within a 
few days after the formal action, most of 
the banks informed their customers and 
correspondents that they would no longer 
impose these fees for the collection of items 
payable in the United States, so “discretion- 
ary” really meant the passing of the fee. 


A Compensatory Gain 


T cannot be said that the New York banks 

gave up the charges without expecting 
some compensatory gain, for the revenue 
derived annually probably amounted to more 
than a million dollars. The special com- 
mittee which was appointed by the Clearing 
House Committee, of which Charles E. 
Mitchell, the president of the National City 
Bank is chairman, to improve and extend 
its services, reported that in its opinion “the 
increased business and the benefits which 
could be derived from interest adjustments 
would more than offset the income derived 
from the exchange collected.” In giving up 
the collection charges, the banks altered 
their practice of starting interest on bal- 
ances as soon as the checks are deposited, 
because they did not consider it fair to pay 
interest on funds that are not available to 
them. When the items are collected and 
are available in Federal Reserve funds, in- 
terest will be allowed at the fixed rate. 

It is confidently expected that the action 
taken will lead to an enlargement of the 
deposits that are kept with the New York 
banks. The balances that correspondent 
banks—and particularly those that are not 
members of the Federal Reserve System— 
maintain with banks in the financial center, 
which range around a billion two hundred 
million dollars, are likely to grow because 
it is believed they will send more of their 
checks to be collected by the correspond- 
ents now that the collection charge is in 
discard. Mail-order houses and other busi- 
ness firms of the type that have a heavy 
volume of checks are expected to take ad- 
vantage of this opportunity, and it is antici- 
pated that more business will lead to an en- 
largement of the force handling the checks. 

While voluntary surrender of the collec- 
tion charges obviously cuts off a source of 
income to the New York banks, it is not to 
be assumed that accounts will be carried at 
a loss. Steps were taken immediately in 
several of the large banks to inaugurate a 
thorough-going analysis of accounts to de- 
termine whether some of the large and active 
accounts are being served profitably or un- 
profitably. In many of the institutions this 
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was not necessary in such detail before as 
collection charges were made, the items were 
given immediate availability and the book- 
keeping work was relatively slight. 

The New York banks have another ob- 
jective—they want to establish the par col- 
lection of checks even more securely. Not 
more than one-twelfth of the clearing houses 
in this country any longer require their 
members to make a charge for collecting 
out-of-town checks, so there is ample prece- 
dent for the action. Then, too, it has been 
somewhat difficult to make the public under- 
stand that the charge was a proper one 
when it has been so broadly heralded that 
the coming of the Federal Reserve System 
meant the clearing of checks at par. The 
removal of this source of confusion is ex- 
pected to improve the relations with the 
depositors and the elimination of the charge. 


Illusion of ‘Bankers’ Hours” 


HE popular illusion as to the leisure in 

banking, which has found expression in 
sly references to “bankers’ hours,” received 
another hard jolt with the modernizing of 
the clearing house rules. 

If evidence were desired that banking is 
becoming more and more a_ twenty-four- 
hours-a-day profession, it might be sug- 
gested that the seeker of information should 
station himself outside of a dignified build- 
ing at 77 Cedar Street. There, during the 
still watches of night, he would be able to 
observe a steady stream of messengers and 
bank clerks passing in and out of the build- 
ing carrying the telltale satchels and pack- 
ages of checks. On the inside, the night 
shift of the clearing house receives the 
exchanges that are to be delivered to other 
banks and lodges them in the locked com- 
partment of the vaults. At any time, from 
midnight until three o’clock in the morning, 
a member bank may send to the clearing 
house and obtain the checks and other items 
that are drawn on it. It is estimated that 
at least 60 per cent of the exchanges will 
be cleared by this early hour and that more 
than half of the volume of the exchanges 
wili be available for posting with the ar- 
tival of the day force of bookkeepers. 

This is something new—even for such a 
sleepless city as New York. It was invoked 
to reduce the peak load which has hitherto 
occurred at the morning exchange when the 
million checks that the financial center draws 
daily to settle its bills and to pay its ex- 
penses are presented for collection. There 
will now be four exchanges in all—pre- 
liminary exchanges at 8 o’clock and 9 o’- 
clock, the regular exchange at 10 o’clock 
and the early morning exchange. 


A Daily Drama 


b hires regular exchange is a miracle of 
achievement. Within less than ten min- 
utes after the manager sounds a_ hollow 
gong in the balcony, the job of clearing as 
much as a billion dollars in exchanges is 
ordinarily accomplished. It is impressively 
simple. Bank clerks, moving in single file, 
weave their way in front of long rows of 
desks, extracting fat envelopes from con- 
tainers that look like open satchels and re- 
ceiving in return a receipt for the precious 
cargo irom the clerks, stationed behind the 
desks. When the last messenger has com- 
pleted the serpentine course around the long 
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FREDERICK H. RAWSON 
Chairman of Board 


Safety + Spirit - 
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{ establishing a relationship of such duration 
and intimacy as the selection of a Chicago cor- 
respondent, one of the prime aims of all far-sighted 
bankers is to become allied with an institution in 
which every officer and department is genuinely 
interested in the success of its customers. 


That so many banks have done their Chicago 
business here for ten, twenty, perhaps thirty years 
or more, indicates the character of Union Trust 
service and the SPIRIT in which it is rendered. 


Cralic B. HAZLEwooD 
Vice-President 


UNION TRUST 
COMPANY 


CHICAGO 


Offering the Seven Essentials of a Banking Home 


Experience + Caliber - Convenience + Completeness 
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Harry A. WHEELER 
President 


N 
8 
N 
N 
N 
N 
N 
N 
N 
N 
N 
8 
N 
N 
N 
N 
N 
N 
N 
N 
N 
N 
N 
N 
N 
N 
N 
N 
N 
N 
N 
N 
N 
N 
N 


Prestige 


NS 


rows of desks and the clerks setting down 
the figures on the large ledger sheets have 
finished their feverish calculations, it is all 
over; except the actual payment of balances 
a few hours later. 

While the daily exchanges take place 
within the canyons of Wall Street, banking 
has become so far-flung with the numerous 
branches in the outlying districts that the 
clearing house felt it sho Jd alter the rules 
to meet the new situation. The main offices 
of the big New York banks still cluster 
around the famous street downtown but the 
branches are located in far distant spots of 
Manhattan, Long Island or other boroughs. 
One branch of a member bank is twenty-five 
miles away from the financial center, where 
the clearing house is located. Incidentally, 
it is not so easy to designate the “financial 


center” in New York as it used to be. A 
new financial district has grown up around 
Fifth Avenue and Forty-second Street, and 
has developed so much within recent years 
that it is sometimes termed the “uptown 
Wall Street.” 

The question of distance is not so large 
a factor in the regular exchange but it does 
present a problem of handling the pestifer- 
ous by-product—the “not good” items. 
These had to be hurried back so it became 
a physical impossibility for the branches to 
return “not good” items within the old time 
limits. While the number of checks that 
come back for insufficient funds, improper 
indorsements or other causes is relatively 
small when compared with the vast volume 
that goes through the mill daily—there are 
no statistics available to fix the proportion 
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CAVERP|L 


CATERPILLAR TRACTOR CO. 


Executive Offices: San Leandro, California, U. S. A. 
Factories: Peoria, Illinois; San Leandro, California 
New York Office: 50 Church Street 


Successor to 


BOLT 


BEST co. 


“Caterpillar” Prices 
ow 
2-Ton (Peoria, Illinois) $1850 
Thirty (San Leandro, Calif.) $3000 
5-Ton (Peoria, Illinois ) $3250 
| Sixty (Peoria or San Leandro) $5000 


Better 
Quicker 
Cheaper 


84-926 


definitely—this exchange is important and 
naturally the rules of the clearing house 
have provided for the expeditious handling 
of these items. 

To provide more flexibility for the return 
of these “not good” items, the city was 
divided into two zones and the outlying 
banks were given more time to deliver the 
faulty and worthless items. However, a 
system of telephonic notice was devised to 
take care of items over $5,000 so that in- 
formation concerning non-payment is given 
promptly. 

The clearing house owes its origin to the 
fertile brain of a leg-weary English bank 
messenger, who contrived a common meet- 


Time Saved is 
money earned 


“CATERPILLAR” 
TRACTORS 

supply power to build 
and maintain roads. 


But their dependability 
earns an extra premium. 


They ask few favors 
of the weather. 


They don’t sulk at 
overtime. 


Completion of a job 
on schedule time 
frees equipment for 
a new job! 


Ask the nearest 
dealer—we'll 
gladly tell you 
who he is. 


There is a “Caterpillar” 
dealer near you. 


ing place for the purpose of swapping 
checks with other bank messengers to save 
walking. The idea has been adopted widely 
and is gradually being extended. The New 
York banks are now planning to make fur- 
ther use of the basic principle in the inau- 
guration of a coupon exchange. It will be 
optional and will not be put into effect until 
later. It is believed that the exchange will 
cut down the duplication of messenger ser- 
vice and will facilitate the more economical 
handling of the large volume of coupons 
handled by the banks at interest periods. 
The maximum interest rates that the 
banks may pay on the various classes of 
deposits are fixed by the clearing house 
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committee but as these rates do not at al] 
times reflect the exact rates establis ied, it 
was decided to invest the committee with 
power to fix the rates from time to time. 
For instance, the rate that the ban}cs pay 
on bankers’ balances had been goverred be- 
fore by the rediscount rate in force at the 
Federal Reserve Bank of New York. When 
the member banks are not borrowing, the 
rate is frequently ineffective and does not 
really reflect the money rate. It is the 
thought of the committee that it may fix 
the interest rates more in accord with the 
real market rates, and the way is now 
cleared for this action. For instance, when 
the rediscount rate of the New York Re- 
serve Bank was raised in August, no change 
was made by the Clearing House. 

Special interest accounts, however, were 
excepted. Maintaining that it would be a 
good idea to stimulate the thrift habit, the 
clearing house raised the maximum amount 
on which 3 per cent interest might be paid 
from $10,000 to $15,000. This action was 
taken to meet the “growing demand” of 
depositors, who wished to build up a larger 
savings account in the commercial banks, 
The New York state legislature, at its last 
session, increased the maximum sum that a 
savings bank might accept from a single 
depositor from $5,000 to $7,500. 


Is Competitive Bidding 
. (Continued from page 168) 


“In the purchase of equipment the usual 
practice of railroad companies is to secure 
competitive prices from car and locomotive 
companies of recognized standing, and the 
same practice is ordinarily followed in the 
purchase of supplies and other items of 
property. There are exceptions, but that 
is the general rule. When it comes to the 
sale of their own securities, however, rail- 
road companies follow quite a different 
policy. They throw competition into the 
discard and grant monopolies to particular 
banking houses.” 

This analogy was declared to be false by 
an editorial writer in the New York Herald- 
Tribune of May 27, 1926: 

“It would be quite as logical for him to 
say: ‘Since a housekeeper shops around for 
her domestic supplies, she should likewise, 
when she needs the services of a physician 
or a lawyer, call for competitive bids from 
doctors and lawyers of recognized standing.’ 

“The relationship of banker and railroad 
is distinctly that of the professional man 
and his client.” 

And one of Mr. Eastman’s colleagues on 
the commission, Thomas F. Woodlock, 
pointed out in his majority opinion that 
there was no business in the world more 
highly competitive than the banking busi- 
ness in New York. He said: 

“Whenever it shall clearly appear that 
competition is unfairly restricted in such a 
way as to involve a greater cost of money 
to the carriers issuing securities, or when- 
ever it shall clearly appear that better re- 
sults to the carriers will come from imposi- 
tion of a radical change upon issuing meth- 
ods, then it will be our duty to give effect 
so far as lies in our power to the necessary 
changes. 

“It is because I am not convinced that, 
taking the investment market as a whole, 
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de Luxe 
Rail 


AMERICAN 


BANKERS’ 
CONVENTION 


at 
LOS ANGELES 


-DAY all expense inclusive tour 

leaving New York, Sept. 16, 

on the Panama Pacific liner 
Finland. This splendid steamer and her 
running mates, Manchuria and Mon- 
golia, are the largest and fastest steam- 
ers engaged in coast-to-coast service. 


A fifteen-day ocean voyage with stop- 
overs at Havana, Panama Canal, 
Coronado Beach and Los Angeles, for 
the Convention. Return stop-overs at 
Riverside and Grand Canyon. Ex- 
penditures are no greater in time or 
money than the usual all-rail tours. 


Accommodations consist of outside 

rooms on the steamer and, for the 

return, an all-room train with diner, 

club and parlor observation cars. 


Many bankers who planned to make 
the westbound trip by rail are booked 
to return on the Finland, leaving Los 
Angeles Oct. 11, for New York, 


PANAMA PACIFIC LINE 


International Mercantile Marine Company 
) ‘ 


| No. 1 Broadway, New York City 


with all its fluctuations and changes in con- 
ditions of supply and demand, a radical 
change in methods would give cheaper money 
to the carriers, that I am opposed to any 
attempts to impose such change at the pres- 
ent time.” 

It should be remembered that under com- 
petitive bidding an outside banker, in order 
to get the business away from the regular 
banker, will in all likelihood pay a price not 
Justified by the conditions, and one which 
would not permit a margin between the buy- 
ing and the public selling price sufficient 
to distribute the bonds widely, both here and 
abroad. Too high a price might be satisfac- 
tory in an isolated transaction, but in the 
long run would affect the popularity of rail- 
road securities and the participation of the 
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The PROGRAM Overflowed 


BER T OOTH TIGERS fought the GIANT SLOTH for pos: 
DIVISION in Los Angeles; $ 


So much has been offered as Entertainment for the Visiting Bankers and 
their Ladies at the October Convention of the A. B. A. that after filling all 


the chinks and crevices in the Business Sessions, we still la 


over all 


around. So—make your plans to COME EARLY AND STAY LATE. 
LOS ANGELES CLEARING HOUSE ASSOCIATION 


many hundreds of distributors now engaged 
in placing these securities with their clients. 
It would have the effect of narrowing the 
market instead of creating the widest possi- 
ble market. 


Competition Under Present 
Method 


NDER the present method the competi- 

tion among bankers for the handling 
of railroad securities is just as real and far 
more deep-rooted and important than the 
“competitive bidding” which Chairman East- 
man has in mind. In competitive bidding 
for a specific issue of railroad securities, the 
banker simply bids his best price. But 
if the relationship between railroad and 
banker is to be close and continuous, the 
banker bids not only his lowest price, but 
his services and expert assistance over a 
period of years. A railroad can terminate 
that relationship at any time. There are 
other reputable bankers from whom it can 
choose. From its own self-interest a rail- 
road will seek to secure the lowest possible 
charge for its financing and can negotiate 
its own terms on that basis. This charge 
is public and must be approved by the Inter- 
state Commerce Commission. The service 
of the banker and the price at which it is 
offered are constantly in opposition to the 
service and the price of many other bankers 
in the same field. 

Railroad plan for improvement and ex- 
pansion will call for very large additions 
to capital in the next few years. Coopera- 
tion between railroad and banker is essen- 
tial. 


FIFTH and sPRING LOS ANGELES 


A. B. A. 


Convention 
Los Angeles, Oct. 4-7 


OU are cordially 
invited to attend 
the forthcoming Con- 
vention, and to make 


your headquarters at 
this Bank. 


FIFTH AND SPRING 


CITIZENS 


INATIONAL BANK 


LOS ANGELES 
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COUPON-r 


THE CONSOLIDATED EXPANDED 
METAL COMPANIEY, 
BRADDOCK, PA. 


{LEASE SEND A COPY OF THE BOOKLET 
OTECTION* PERTAINING TO BANK VAULTS 


3 Point Protection (1) a shatter-proof blasting mat (2) no blade can 


pass (3) no flame can cut. 


Installed in the world’s largest vault, 


Federal Reserve Bank of New York City—adaptable to any size vault. 


Send the coupon. 


The Consolidated Expanded Metal Companies 
Braddock, Pa. 
OFFICES IN PRINCIPAL CITIES 


Every Banker 
and Bank Advertiser 
should read 
AMERY 


If you want to follow the latest trend in 
bank advertising—keeping abreast of the 
times by reading a publication which 
many of the most progressive banks are 
sending their patrons—then subscribe to 


THE AMERICAN BANKMAN 
the most attractive and appealing little 
bank house-magazine printed. 
Subscription, $5.00 Annually, in Advance. 
109 E. Cary St. Richmond, Va. 


Note: Hundreds of bankers have subscribed to THE 
AMERICAN BANKMAN, just to be in touch with this 
human medium of advertising. By consent, the pub- 
lishers are allowing one subscription to each bank at 
Five Dollars the year. THE AMERICAN BANKMAN 
carries no foreign advertising. It is published ex- 
clusively for the best banks. monthly—Copyrighted. 


Business 
(Continued from page 166) 


burden but also to the industry of the state 
or nation. 

The dangers growing out of uneconomic- 
ally high rates may be illustrated by forced 
sales of assets for payment and by forced 
changes of control in business brought about 
by such sales. To avoid unfortunate results 
it was recommended that the inheritance tax 
payable in any one year does not exceed the 
reasonable income on the value of an estate. 
Inheritance taxes should trench as little as 
possible upon the actual capital of an estate 
and should, so far as possible, be payable, 
as are other taxes, out of income. 

4. Substitution by the states of estate tax 
laws for the succession tax laws now gen- 
erally employed by the states is desirable. 


Inheritance taxes may be imposed either 
(1) in the form of a tax upon the estate 
as a whole, regardless of the number of 
beneficiaries or their relation to the testator, 
or (2) in the form of a tax on the several 
shares into which the estate is divided for 
transmission to the beneficiaries. In the 
latter form cognizance is usually taken of 
the relationship between each beneficiary and 
the testator. The former may be called the 
estate tax, the latter the succession tax. 
Under the estate tax it is relatively easy 
for the testator to determine in advance the 
total tax burden upon the estate and so to 
carry out precisely his intentions as to the 
net amount which the several beneficiaries 
are to receive. 

Some of the most complicated problems 
of inheritance taxation are those which arise 
under the succession tax laws in determin- 
ing the tax on life estates and remainders. 
The amount of tax depends upon the num- 
ber and relationship of persons who receive 
the property, but these facts cannot be de- 
termined as to the remainder until after the 
death of the life tenant. Some of the states, 
therefore, postpone the taxing of the re- 
mainder until the life tenant’s death, while 
others have adopted arbitrary rules of de- 
termining the tax which frequently work 
hardships. Under the estate tax, since the 
amount of tax is determined upon the value 
of the estate regardless of the manner of 
distribution, these complicated problems are 
avoided. From the points of view both of 
the administrator and of the taxing juris- 
diction, therefore, the greater simplicity of 
the estate tax and the relative speed with 
which estates may be settled are material 
advantages. 

Through the careful drawing of wills it 
is possible to make the succession tax into 
an estate tax in practical effect, so far as 
this particular matter is concerned. Under 
an estate tax the testator would be able to 
control the net amount to be received by 
each beneficiary even more effectively, on 
account of the greater simplicity of the tax 
and the possibility of determining in ad- 
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vance more exactly the total amount of the 
tax obligation. 


Multiple Tax Evil 


MULTIPLE taxation of the same 
property by states should be aban- 
doned. 

Conflicting views of the situs of property 
for taxation have led to abuses by thc states 
which have become almost insufferabie, Ip 
the early days of the inheritance tax a state 
was content to tax the real property located 
within its borders and the personal property 
of decedents who were residents of the state 
at the time of death. Within the last few 
years, however, most of the states, in addi- 
tion to taxing all of the personal property 
of its resident decedents, have adopted laws 
whereby intangible personal property be- 
longing to nonresident decedents is regarded 
as having a situs for the purposes of taxa- 
tion within the state under certain circum- 
stances. By thus establishing more than 
one tax situs, such laws have necessarily 
brought about duplicate and multiple taxa- 
tion of the same property. 

The situs of real estate for the purpose 
of taxation has always been regarded as 
fixed under the law and it is well settled 
by the Supreme Court of the United States 
that it can be taxed only where it is physic- 
ally located. Therefore, no attempt has 
been made by any state to tax real estate 
located beyond its borders, with the excep- 
tion of two or three states, which by a 
construction of the doctrine of equitable 
conversion have attempted to tax such prop- 
erty under some circumstances. Elsewhere 
real estate, therefore, does not suffer the 
injustice of being taxed by more than one 
state. 

Whatever doubt may have existed with 
reference to the taxation of tangible per- 
sonal property was definitely settled by the 
Supreme Court of the United States in an 
opinion announced on June 1, 1925, in the 
cases of Frick vs. The Commonwealth of 
Pennsylvania. The court held that the only 
situs for the taxation of tangible personal 
property was the state in which it is physi- 
cally located and that the state of domicile 
has no power to tax tangible personal prop- 
erty located beyond its borders. This de- 
cision, therefore, eliminates the possibility 
of taxation of such property by more than 
one state in the future. 

Intangible personal property according to 
its very nature, has no definite physical situs 
of its own, but the time honored maxim of 
the common law “mobilia sequuntur perso- 
nam,” or “movables follow the person” has 
given it an artificial situs at the domicile 
of the owner which has long been respected. 
Every state, therefore, which has an inher- 
itance tax law undertakes to tax all of the 
intangible property of its resident decedents. 
The great majority of them, however, i 
addition undertake to impose a tax on in- 
tangible property belonging to non-resident 
decedents when such property is located in 
the state. But the claims of the several 
states as to the location of intangible prop- 
erty have led to the anomaly of more than 
one situs for the same item of property. 
For example, thirty-six states impose a tax 
upon the stock of corporations chartered by 
them although the stock is owned by a non- 
resident decedent. Eleven states attempt to 
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impose a tax upon the transfer of stock 
owned by a non-resident decedent if the cor- 
poration has property within its borders 
even though it be incorporated in another 
state. This provision has been declared un- 
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constitutional by the United States Supreme 
Court. Sixteen states attempt to tax the 
stock owned by a non-resident decedent even 
though the corporation be a foreign corpo- 
ration, if the certificate of stock happens to 
be physically located in the state at the time 
of death. 

Excessive taxes, however, are not the 
only burden growing out of the multiple 
claims in regard to the situs of property. 
The inconvenience, delay and economic 
waste in the settlement of estates, which 
necessarily result, are often more oppressive 
than the taxes imposed. In order to deter- 
mine whether taxes are chargeable, the laws 
of each state require the executor to secure 
a waiver before transferring any property 
coming within the provisions of its laws. 
To.secure these waivers it becomes neces- 
sary for the executor to prepare the neces- 
sary forms and such other papers as the 
law of the particular state may require. 

The preparation of such papers involves 
expense even though frequently, because of 
the exemptions and deductions allowed, no 
taxes whatever are payable. These forms 
are by no means similar in the various 
states, and it is often necessary to prepare 
a number of different sets for a single 
estate. 

Nor is this situation confined to the large 
estates, as will appear from the following 
specific cases reported to the committee, 
where the value was quite moderate. 


Number of states in which 

Value of estate proceedings necessary 
$ 20,000.00 12 
23,386.33 9 
27,000,00 9 
27,500.00 13 
28,000,00 9 
32,761,52 6 
33,584.86 11 
103,000,00 17 


The time required to obtain the necessary 
waivers ranges from several days in some 
of the states to many months in others. 

6. Intangible personal property should be 
taxed only by the state of domicile of the 
decedent. 
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The death taxes of each state, whether an 
estate tax or succession taxes are imposed, 
should apply to the following classes of 
property: 

1. When transferred by resident decedent— 

(a) Real property within the state. 

(b) Tangible personal property except 
that which has an actual situs outside the 
state. 

(c) Intangible personal property wher- 
ever located. 

2. When transferred by non-resident dece- 
dent— 

(a) Real property located within the state. 

(b) Tangible personal property having 
an actual situs within the state. 

As heretofore stated, real estate and tan- 
gible personal property can be taxed only 
by the state in which they have a physical 
situs. It is, therefore, in the case of in- 
tangible personal property that the diffi- 
culties arise. The committee is convinced 
that the only equitable and practicable rule 
is that which grants to the state of domi- 
cile the exclusive right to tax intangible 
property and takes away all right to tax 
intangible property of non-resident dece- 
dents. 


What the American Bankers 
Association Seeks 


A SPECIAL committee of the American 
Bankers Association has been study- 
ing the inheritance tax problem since Sep- 
tember, 1924. This committee has consid- 
ered that the worst of the uneconomic bur- 
dens can be removed by the accomplishment 
af two legislative changes: 1. The repeal 
of the Federal estate tax. 2. The repeal by 
the states of inheritance taxes on intangible 
personal property of non-residents. 

The committee at a recent meeting re- 
solved to concentrate its efforts on calling 
public attention to the need of repealing the 
Federal estate tax at the next session of 
Congress. Briefly stated the reasons for 
urging this repeal are as follows: 

1. It is not logically a Federal tax be- 
cause Federal law does not control the trans- 
mission of property at the time of death. 

2. It should be reserved for emergencies 
only. The Federal estate tax has been em- 
ployed only in emergencies and the present 
act and its immediate predecessors have 
lasted longer after the emergency than any 
others in our history. 

3. It is no longer needed for Federal 
revenue. The surplus revenue has exceeded 
the yield from this tax from 100 to 400 per 
cent in every year but one for six years. 

4. It constitutes greater interference with 
state revenues than at any time in our his- 
tory. Since the last Federal inheritance 
tax in 1898 inheritance taxes have become 
a dependable source of revenue in the states. 

5. It decreases state revenues. In over 
twenty-five states the Federal estate tax 
may be deducted in computing state inher- 
itance taxes. In these states the repeal of 
the Federal estate tax will increase the state 
revenues without a raise in state rates. 

6. It imposes a heavier administrative 
burden on estates than in the case of state 
inheritance taxes. State inheritance taxes 
may be settled at home while the settlement 
of Federal estate taxes involves delay and 
expense incident to the discretion lodged 
only in Washington. 
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N considering the last revision of this law 
the committee, felt that the emergency 
justifying the tax has passed. Its further 


Windsor Station 
Montreal, Can. 


continuance would tend to make it a per- 
manent part of the Federal tax system. 

This law can have only one or more of 
three purposes: (a) to raise revenue for 
Federal needs; (b) to redistribute wealth; 
(c) to regulate the inheritance tax policies 
of the states. It is apparent from the act 
itself that its primary purpose is not to 
raise revenue, but is intended either to reg- 
ulate the distribution of wealth or to reg- 
ulate state inheritance tax policies. If its 
primary purpose is to redistribute wealth 
it is social legislation under the guise of 
taxation and is an attempt to accomplish 
indirectly that which should be accomplished 
by direct legislation. If its primary purpose 
is to regulate the inheritance taxes of the 
states, then it constitutes an unwarranted 
interference with the right of the states to 
control their own policies of taxation. 

The 80 per cent credit for state inher- 
itance taxes makes it obvious that control 
of state policies is its primary motive. Any 
credit against the estate tax itself for state 
inheritance taxes is vicious because it reg- 
ulates the imposition or the rates of state 
inheritance taxes which should be left to 
the legislatures of the several states. Al- 
lowing a credit of this nature establishes a 
precedent for Federal control by indirection 
of innumerable subjects of state legislation. 
It is the beginning of the end of legitimate 
states’ rights. 


Non-resident Intangible Taxes 


HE committee concludes that especial 
effort should be made generally to bring 
about the repeal of the unjust and uneco- 
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nomic non-resident intangible taxes, which 
affect particularly bank deposits, stocks and 
bonds and mortgages owned by a decedent 
who is a non-resident of the taxing state, 
The general deplorable situation in respect 
to the impact of this tax has been stated 
above. 

Since the committee started its work New 
Jersey, which was the worst offender in 
respect to such a tax, has seen its bad eco- 
nomic effect, and repealed the tax effective 
as to all decedents after July 1, 1926. 

From a standpoint of being the domiciles 
of corporations whose stocks are most dealt 
in by the public, the states now constituting 
the most flagrant offenders LIllinois, 
Maine, Michigan, Ohio and West Virginia. 
Most of the other important business cor- 
poration states have either repealed this kind 
of tax entirely or have minimized its dele- 
terious effect by adopting reciprocal or low 
flat rate legislation. 

This article is written for the purpose of 
presenting in as brief form as practicable 
to the bankers of the country the general 
aspects of the inheritance tax problem as it 
now exists and in the earnest hope that at 
least they may assist in remedying its worst 
defects. 


The Foremost American 
Industries 


HE amount of capital invested in the 

electric light and power industry over- 
shadows the invested capital in the steel in- 
dustry or in the automotive industries, ac- 
cording to estimates of the National Bank 
of Commerce in New York. 

“Within the past twenty years the electric 
light and power industry has sprung from 
a relatively insignificant position to one of 
major importance,” it states. “Capitaliza- 
tion within this period has increased almost 
sixfold, gross revenue eightfold, and produc- 
tion tenfold. 

“The iron and steel industry is rated as 
one of the country’s leading industries. The 
capital invested in it, according to the census 
of 1919, amounted to three and a half bil- 
lion dollars. At the present time it is esti- 
mated at four billion dollars. The auto- 
mobile manufacturing industry, the phenom- 
enal growth of which is today a byword, 
showed tangible assets of a billion dollars 
in 1919. Today the estimate is slightly less 
than two billion. 

“Compared with these figures, the invest- 
ment in the electric light and power indus- 
try exceeded three and a half billion dollars 
in 1919, and at the beginning of 1926 was 
estimated at about seven and a half billion 
dollars. Thus the present-day investment is 
almost double that in iron and steel, and 
almost four times that in the automobile 
manufacturing industry.” 


New Currency Unit 


O the long list of new currency units 
that have appeared in the monetary world 
since the end of the World War, Hungary 


has added another. The pengé is the new 
Hungarian unit. A _ 1,000,000 kronen note 
has a value of 80 pengo. 

The object of the new issue is to dis- 
pense with useless ciphers on the kronen 
note issues. 


192 
( 
( 
| 
| 
1,409\10 | 
510\15 
985\00 
342\06 
3246139 
, 
347.86 
92.43 
| 


September, 1926 


Letters from Banker 
(Continued from page 162) 


out on that ice. Well, we worked with them 
until our horses were about played out but 
we couldn’t do a thing with them. We 
carried sand in our hats and sanded the ice 
half way ’cross the river then got in behind 
them and tried to crowd them out on it, but 
it didn’t work. Then we roped one of them 
and led him out on the ice ahead of the 
herd thinking maybe the balance of them 
would follow but that didn’t work either. 
We were all about as mad as we could be 
and didn’t know what to do or how to do it 
but we did hate to turn that bunch of steers 
loose after working so hard all day to get 
them together and besides they needed feed 
and needed it bad. So before giving up we 
decided to try another plan. I loped into 
the ranch and harnessed up a pair of sharp- 
shod mules, hitched them on to a light spring 
wagon we used for fence repair work and 
drove out through the field and threw in 
a little jag of cane and trotted back down 
to the river where the boys were holding 
the cattle. I crossed the river and circled 
around ahead of the herd and started back 
toward the ranch and began calling and say 
—all of the cowboys in the Panhandle of 
Texas couldn’t have kept that bunch of 
steers from crossing that ice. As a matter 
of fact they were so crazy to get that feed 
that they never knew just when they struck 
the river. Well, I never forgot that ex- 
perience, in fact I’ve thought of it a good 
‘many times since. 

Of course, when it comes to looks there 
isn’t a great deal of resemblance between 
a two-year old steer and a human being but 
in a lot of other ways they are as much 
alike as a pair of twins and one is that 
you can coax them where you can’t begin 
to drive them. 

Now, you may wonder what all this has 
got to do with collecting those notes and 
it’s simply this—you don’t want to let them 
get the idea that you’re trying to crowd 
them, just follow the other plan and you'll 
be surprised when you see how well it 
works. 

As I said at the beginning of this letter 
your deposits are showing the effect of your 
good wheat crop and it wouldn’t surprise 
me any to see them go up another $100,000 
before fall but they’re more or less tem- 
porary so you don’t want to be too anxious 
about increasing your loans. 


The Time to Be Careful 


T won't be long before these farmers will 

be using this money for taxes and one 
thing and another and when that time comes 
you want to be sure you have enough on 
deposit down at the city so you can pay them 
without any. trouble. Of course, I know 
when your cash and sight exchange gets to 
climbing up on you there’s a big temptation 
to get it to working somehow or other so 
it will bring you in a little more than the 2 
per cent they allow you down at the city, but 
that’s the very time you want to be careful. 
It’s just that very thing that got so many 
of the boys into trouble during the war. 
Their deposits kept increasing just like yours 
have and they got the idea somehow that 
they'd just keep on going up and they began 
worrying about putting the money to work 
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and a good many of them did put it to work 
and it developed later on that they weren’t 
any too careful about where they put it and 
a whole lot of them woke up with a good 
big bunch of loans that turned out to be 
more or less permanent investments. So 
when the slump came they couldn’t realize 
on a lot of their paper and in order to keep 
their doors open they had to rediscount and 
borrow to beat the band and what I want 
you to do is to profit by their experience. 

Of course, you can’t afford to have all 
that money idle for any great length of time 
and you'll need to invest it in something 
that will bring you in a little better rate 
than your correspondent is paying you on 
your balance but whatever you do keep the 
big end of it in something liquid so you 
can turn it into cash quickly and without 
loss when the time comes. It may be your 
town will issue some short time warrants 
to take care of the paving contractor until 
the bonds are issued and sold and if they 
do you don’t want to let them get away 
from you. They’re mighty good stuff and 
you can afford to make them a pretty low 
rate as long as your deposits hold up and 
when they do begin to slump you won't have 
any trouble cashing the warrants in, for the 
chances are we could take some of them 
off your hands down here. And another 
thing some of the big bond houses down at 
the city might be willing to let you carry a 
few bonds for them on a repurchase agree- 
ment and you couldn’t beat that providing 
you select the right kind of bonds and the 
house is reliable. Anyway I think this is 
a time when you should keep yourself busy 
on some of that slow paper that we’ve been 
expecting this crop to clean up for you and 
not lose too much sleep over the way your 
cash and sight exchange is piling up. That'll 
wait on you but the other needs ’tending to 
right away. 

Affectionately your father, 

JEROME BARTON. 

P. S.—By the way, I see where that fel- 

low Cunningham that you turned down on 
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a loan because he wouldn’t give you a finan- 
cial statement, has been sued by the I. X. L. 
Commission Company down at the city on 
a $3,200 note. As I remember it that’s the 
same amount he tried to borrow from you 
and my guess is they were crowding him 
on it and he was trying to get it from you. 
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Aiding a Mighty Western 
Industry 


The Southwest Cattle Loan Company, the pioneer 
cattle loan company of California, is now, more than 
ever before, in position to render complete service to 
the cattlemen of the Pacific Coast, having at its com- 
mand immense private resources as well as funds from 


the Federal Intermediate Credit Bank. 


Its officers are 


men who have literally grown up in the western range 
cattle business and have a thorough understanding of 
both the country and its possibilities in cattle feeding 


and production. 
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Condition of Business 
(Continued from page 174) 


and this has had the desired effect of stimu- 
lating sales. 

The decline of 20 per cent in contracts 
awarded for new construction this mid- 
summer has again raised the question of 
whether it marks the beginning of the end 
of the building boom that has been such a 
large influence in the present period of pros- 
perity. Many observers have been bearish 
on the building outlook for years, and still 
it continued to register higher records. 
There appears reason to believe that the 
country-wide shortage existing ever since 
the war has now been pretty largely caught 
up on, and the check to construction activi- 
ties in Florida will also relieve the strain. 

The very high costs are another item that 
makes the prospective builder dubious as to 
whether rents will hold up and guarantee a 
return on the investment. If anything like 
a 20 per cent reduction should continue this 
fall and into next year it could not fail to 
have the effect of letting out thousands of 
workers from employment, particularly the 
less efficient ones, and of sharply curtailing 
the demand for structural steel, lumber, 
stone, cement, brick, paints and hardware. 
Of course this would be reflected through- 
out general business. For the next several 
months, however, the work already started 
will require substantial purchases. from 
these allied industries regardless of new 
projects. 

The extensive programs of road building 
which are being carried forward by many 
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States will provide an outlet for cement 
production for years to come. 


Rediscount Rate Advanced 


HE outstanding event in the money mar- 

kets during the month was the increase 
on Aug. 12 of the New York Federal Re- 
serve Bank rediscount rate from 314 to 4 
per cent. The last previous change was on 
April 23, 1926, when it was lowered from 4 
to 34%. The action was not unexpected on 
the part of eastern bankers and does not 
so much reflect the expansion in general 
bank credit as in loans secured by stocks 
and bonds. 

The recent resumption of the bull mar- 
ket in stocks caused a marked increase in 
street loans of New York City and out of 
town banks, and while the Federal Reserve 
Bank gave out no statement of its purpose 
the opinion prevails generally that it was 
partly as a warning against excessive specu- 
lation in securities, the same as was done 
last January. The increase only puts the 
New York Reserve Bank on a par with the 
other banks, and prevents the borrowing in 
that center to loan out in other sections at 
higher rates. 


Commercial paper interest rates 
(dotted line) and the New York Fed- 
eral Reserve Bank Rediscount rate 


This does not mean to infer that the 
banks of the country are not still well 
loaned up. Some bankers have asked the 
question of why there was such a sustained 
demand for funds this summer as compared 
with a year ago and the answer is simply 
that general business has continued in such 
large volume and did not experience the 
summer let-down that is so customary. 

The New York rate is still low compared 
with those of central banks in most other 
countries prevailing at this time, as seen by 
the following table, which gives the dates 
on which rates became effective. 


World Bank Rates 


Amsterdam 
Athens 
Berlin 
Berne 
Brussels 
Bucarest 
Budapest 
Calcutta 
Copenhagen 
Danzig 
Helsingfors 
Lisbon 
London 
Madrid 
Oslo 

Paris 
Prague 
Riga 

Rome 


Sofia 


194 
S 
T 
; 
ac 
ci 
W 
al 
fc 
to 
ag 
bo 
an 
ap 
m 
$3 
1! 
1 
mi 
ma 
est 
$3 
fis 
bo! 
| of 
we 
tir 
fu 
a | 
per 
pa 
the 
sul 
314% Oct. 2, 1925 
10% Aug. 18, 1925 
6% July 6, 1926 ' 
3% % Oct. 22, 1925 
7% Apr. 23, 1926 
6% Sept. 4, 1920 1 
LK 7% Oct. 21, 1925 
4% June 10, 1926 
5% June 24, 1926 i 
7% May 11, 1926 
| 7%% Oct. 29, 1925 
9% Sept. 12, 1923 | 
5% Dec. 3, 1925 
5% Mar. 23, 1923 
5%% Apr. 20, 1926 
7% % July 31, 1925 
6% Jan. 13, 1926 
8% Feb. 16, 1925 
7% June 18, 1925 
= 10% Aug. 31, 1924 
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Stockholm Oct. 8, 1925 


Tokio 
Vienna 
Warsaw 


July 6, 1926 


During the month rates on all classes of 
accommodation moved up slightly, commer- 
cial paper now ruling 44-434, compared 
with 4-414 a month ago. Collateral loans 
are 5 per cent for call and 47-5 per cent 
for time. Prime bankers’ acceptances up 
to 90 days are 376-34 per cent, and loans 
against bills 4 per cent. 


The Bond Market 


HE general firming up in money rates 
has had no appreciable effect in causing 
bonds to sell lower, and the averages are 
near the highest for several years back. 
The month was very quiet as to trading 
and only a small amount of new offerings 
appeared, of which the following are the 
more important: 


$30,000,000 Westinghouse Electric & Mfg. Co., 5s, 
due 1946, price 99, to yield about 
5.1%. 
$16,000,000 Republic of Peru, ext. sec. s. f. 7s, 
due 1956, price 100 to yield 7.50% 
15,000,000 North American Light & Power Co., 
s. f. deb. 5%s A, due 1956, price 941%4 
to yield 5.90% 
10,500,000 Interstate Natural Gas Co., Ist s. f. 
6s, due 1936, price 105, to yield 
about 5.2%. 
10,000,000 Republic of Chile, treasury 5s, due 
Feb. 25, 1927, price 99%, to yield 
54%. 
9,500,000 165 Broadway Building, Ist s, f. 5%s, 
due 1951, price 100, to yield 5.50%. 
9,500,000 National Power & Light Co., deb. 6s A, 
due 2026, price 98, to yield 6.10% 
8,000,000 German Consolidated Municipal Loan, 
s. f. sec. 7s, due 1947, price 98, to 
. yield 7.20% 
5,500,000 Havana Electric Railway Co., deb. 
5%s, due 1951, price 92, to yield 644% 
5,000,000 Midland Utilities Co., serial 5s, due 
1929-1931, prices to yield 5.17-5.30% 
5,000,000 Compania Cubana, 6% gold notes, due 
1929, price 100, to yield 6% 


It is generally expected that around the 
middle of September the Treasury will 
make an offering of short-term certificates 
estimated at between $250,000,000 and 
$300,000,000 in connection with its quarterly 
fiscal operations, which will be welcome to 
bond dealers, inasmuch as the floating supply 
of United States bonds has been pretty 
well cleaned up recently as a result of re- 
tirements and purchases for the sinking 
fund. There is at all times a demand for 
a large amount of government securities for 
permanent and temporary investment on the 
part of banks, corporations and individuals. 

In this connection it is of interest to note 
that the Federal budget for 1928 recently 
submitted to the President provided for a 


The course of stock and bond prices 
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Industrial Acceptance 


Corporation 


New York 
Capital & Surplus Over $7,000,000 


COLLATERAL TRUST GOLD NOTES 


(The National City Bank of N. Y., Trustee) 
The Notes of this Corporation are regarded by a nation-wide 


banking clientele as appropriate and attractive investment 
for short term funds. They may be obtained under customary 
—_— in varying maturities between 2 and 12 months. Com- 
plete information available on request to any of our offices. 


Commercial Paper Offices 


CHICAGO 
105 So. La Salle Street 


NEW YORK 
100 East 42nd Street 


SAN FRANCISCO 
225 Bush Street 


Financing exclusively dealers of 


THE STUDEBAKER CORPORATION 
OF AMERICA 


Caldwell & Co. 


INVESTMENT BANKERS 


Southern Municipal, Corporation and 
First Mortgage Bonds 


400 Union Street 


Nashville Tennessee 


Chicago Detroit Cincinnati St. Louis 
Louisville Kansas City Chattanooga 
Memphis Knoxville New Orleans 
Birmingham Jackson St. Petersburg 
Jacksonville Greensboro Dallas 


Rogers Caldwell & Co.,Inc., New York 


Southern Municipals 
Bought — Sold — Quoted 


Liberal concessions to banks 


Orders executed on 
New York and Chicago 
Stock Exchanges 
Private wires to New York and Chicago 


A leading authority on all forms 
of investments throughout the South 


Municipal Bonds 


Tax-Exempt 
Yield 
Clawson, Mich., Municipal Hall, 
1927/30 4.30% 


Edwards Co., Iil., Road Dist. 
No. 1, 6%, 1929/31. .4.50% 


Rutherfard Co., N. C., School, 
5%, 1931/42 4.50% 


Hendersonville, N. C., Incinerator, 
514%, 1929/46 


Berrien Co., Ga., Enigma School 
Dist., 6%, 1927/56. . .5.30% 


Red Hill Township, N. C., Road, 
6%, 1944/55 5.30% 


Clearwater, Fla., Improvement, 
6%, 1956 .......... 5.60% 


Concessions to Banks 


Complete circulars sent 
on request 


| 


Incorporated 1910 
MUNICIPAL BONDS 
39 South La Salle St., Chicago 
New York Detroit Philadelphia: St. Louis 
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Come “Where California Began” 


AN DIEGO is within a few hours of your 
Convention City . . . by automobile parlor 
car, boat or train . . . a delightful trip that 

will give you a cross-section of this great south- 

land and land you “Where California Began.” 


Here you'll find a charming city, of distinctive 
environment . . . a community modern in every 
aspect, builded saucer-like around a fine natural 
harbor . . . with a topography commanding broad 
panoramas of bay, ocean, mountain and valley; 
including that from Point Loma which is among 
the three outstanding view points of the entire 
world . . . Balboa Park with its 1400 acres of 


superb landscaping and semi-tropic flowers and 
shrubbery. . . . The first Mission built in Cali- 
fornia; the first palm tree planted on the coast; 
the first irrigation project constructed by the 
Padres; Ramonas Marriage Place; the spot where 
the first American flag was raised on the Pacific; 
and many other places of historical interest are 
all in San Diego. 


You'll enjoy the cool ocean breezes, the wide 
clean streets, the distinctive type of architecture, 
the romantic background, and the hospitality of 
our people . . . in fact, you must not go back 


without seeing SAN DIEGO. 


September, 1926 


The San Diego Clearing House Association 


further reduction of some $100,000,000 in 
total expenditures. 


The Outlook Satisfactory 


Wis such a splendid record in the 
principal industries already definitely 
established this year there is no reason to 
believe that the fall and winter business will 
not be satisfactory. The small increase in 
money rates, far from being a bad sign, is 
regarded as favorable inasmuch as it reflects 
large demands for money in commercial pur- 
suits. The heavy production of goods seems 
to be moving into consumers’ hands rapidly 
and while there have been reported here and 
there instances of larger inventories, there 
has certainly been no serious piling up of 
stocks. Commodity prices have been gently 
backing and filling and are actually lower 
than at the beginning of the year, which 
minimizes losses from inventory fluctua- 
tions. 

The harvesting which is going on shows 
that the rains during late summer have had 
a very beneficial effect on crops and while 
the income from grains will be somewhat 
below last year due to lower yields and 
prices, the loss will be partly made up in 
the sale of live stock at good quotations 
and farm purchasing power in the aggregate 
will be large. 

The favorable earnings being enjoyed by 
the industrial corporations have been re- 
flected in a renewed advance in the stock 
market which has again reached a peak for 
all time, measured by an average for all 
stocks, exceeding the levels of last spring. 


San Diego, California 


Railroads also are destined to have a fa- 
vorable year. The detailed tabulation cov- 
ering all Class 1 roads for the first six 
months of 1926 shows a gain of 4.54 per 
cent in gross earnings over the correspond- 
ing period of 1925, and as this was attended 
by an increase in expenses of no more than 
2.70 per cent, there results a gain in the 
net of 10.82 per cent. It is certain that 
1926 will be another “billion dollar railroad 
year,” the net being estimated in round num- 


bers at $1,265,000,000. 


The October Journal 


ITH the next issue—the October num- 

ber—the AMERICAN BANKERS ASSO- 
CIATION JOURNAL begins the publication of 
a series of four-color covers. These covers 
are reproductions of original paintings 
wrought by the well-known American artist, 
Walter de Maris, and they will have, for 
all who are engaged in the banking business, 
more than passing interest. 

Usually in a magazine cover nothing more 
serious is attempted than to produce a pretty 
poster picture or a splash of color. Fre- 
quently the appeal is merely frivolous. 

In the series of paintings by Mr. de Maris, 
from which these covers will be reproduced, 
there is a historical background full of 
human interest. The subjects portrayed, as 
well as the artistry displayed in presenting 
them, should be especially appealing to those 
who are engaged in banking. 

Financial history of the United States is 
rich in incidents and events from which the 


artist has reproduced a series of paintings 
which do more than please the eye for they 
give us glimpses of long forgotten events 
and things with which the average banker 
and bank employee might well be familiar. 

The pictures will refresh the memories of 
those who are masters of the detail of finan- 
cial history of the United States; to those 
not so familiar with the events and practices 
of the past the series should make a still 
greater appeal furnishing, as they will, vivid 
flashes of really important events. 

Watch for the October JourNAL which 
begins this great series and be sure to read 
the editorial sketch accompanying each num- 
ber, for within the JourNAL the historical 
significance and authority of each of the 
covers will be discussed. 


Federal Mints Busy on 
Small Coinage 


the month of August, the 
United States Mints confined their 
operations to the coinage of silver and minor 
coins. One million silver dollars were struck 
off and 1,248,000 new silver quarters were 
added to the stock of money. 

To provide change for the American 
purse, the mints made 6,068,000 one cent 
bronze pieces and struck off 2,814,000 in new 
nickels. 

During the fall, the federal mints work 
harder than at any other period of the year 
to provide for the enlarged demand for coin 
that comes near the holiday season. 
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New Books 


HOW BANKS INCREASE THEIR 
BUSINESS. By G. Prather Knapp. 
Published by Rand McNally & Co., Chi- 
cago. 300 pages. $5. 

The subject is taken up in logical order 
in seven related discussions, which classify 
as follows: 

Organizing the new business or public 
relations department. 

Preparing the bank for increased busi- 
ness and public recognition. 

Service, or merchandising, plans in detail. 

Direct personal selling of bank service. 

Advertising methods. 

Personal activities in public relations man- 
agement. 

Office systems in the new business, adver- 
tising and publicity departments. 

How to make a new business survey of 
a bank and its field, and how to use it as 
a basis for detailed recommendations, is the 
subject of a leading chapter. Other specific 
subjects in the twenty-two chapters include 
the qualifications and training of new busi- 
ness managers, solicitation plans, employees’ 
contests, percentage basis for advertising 
appropriations, selection of mediums, prep- 
aration of copy, industrial and school sav- 
ing plans, and cooperative activities in 
bank public relations work. 

Mr. Knapp -has viewed advertising and 
new business development from both the 
inside and the outside of banking, and he 
presents facts based upon a long as well as 
an unusual experience. 


WEALTH, VIRTUAL WEALTH AND 
DEBT. By Frederick Soddy. 304 pages. 
Published by E. P. Dutton & Company, 
New York. 

In this book, Dr. Soddy, professor of 
chemistry in the University of Oxford, 
propounds a new economic principle of 
“Virtual Wealth.” It is written from the 
viewpoint of a scientist, who is of the opin- 
ion that our money systems should be 
changed so as to meet our sociological prob- 
lens. “Every accession to the quantity of 
wealth immobilized in a productive system 
must be paid for by abstinence from con- 
sumption,” he states. “The owners, for the 
time being, of money contribute a part— 
usually a small part, unwittingly. The rest 
must be met by genuine permanent surren- 
der of rights to consume. These conditions 
observed, the revenue of wealth can be per- 
manently expanded, in the scientific era, to 
an almost indefinite extent. It is because 
the genuine initial abstinence is burked that 
the existing system is what it is. This, in 
ping is the solution of the economic para- 
ox.” 


THE NEW LEADERSHIP IN INDUS- 
TRY. By Sam A. Lewisohn. 229 pages. 
$2.00. Published by E. P. Dutton & Com- 
pany. 

Most evils in industry in reality are due 
to human nature, the author, who is chair- 
man of the board of the American Manage- 
ment Association, insists. He maintains that 
there is no ground for the attitude of the 
Past that persists in regarding the labor 
Problem as some single issue, such as wages, 
hours, the supplying of adequate physical 
facilities or relieving the monotony of re- 
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INTERNATIONAL 
ACCEPTANCE BANK 


INCORPORATED 


International Banking Transactions 


Reimbursement Credits 


Bonds and Securities 
Foreign Exchange 


Collections 
Bullion and Currency 


Paut M. WarsurG 
Chairman 


F. Apsot GoopHuE 
President 


52 Cedar Street, New York 


Would You Recognize 


Counterfeit Money 


If Presented to You? 


THOUSANDS of BANKERS and MERCHANTS 
throughout the United States and abroad depend 
upon the up-to-date information contained in— 


The National Counterfeit Detector 


( Established 1907 ) 
To PROTECT THEM AGAINST 


Old and New Counterfeits 


Published Monthly, $5 per Year. 


Write for particulars 


GRANT. BUSHNELL & CO., PuBLISHERS - 73 BrRoapD ST.. NEW YORK CITY 


petitive industry. “It is a complex of a 
large number of detailed problems,” he in- 
sists, “and only a keen appreciation on the 
part of the management of the importance 
and interrelation of these matters and per- 
sistent attention to them, will bring the 
problem as a whole under control. Good 
organization and good management must 
come first.” 


Convention Calendar 


STATE 
ASSOCIATION 
Kentucky 
Indiana 
Nevada 
New Mexico 
Arizona 
Nebraska 


PLACE 
Louisville 
Lafayette 

Winnemucca 
Roswell 
Nogales 

Lincoln 


DATE 
Sept. 15-16 
Sept. 21-22 
Sept. 24-25 
Oct. 22-23 
Oct. 22-23 
Nov. 11-12 


Sept. 20-23 Financial Advertisers’ 
Convention Detroit, Mich. 
Sept. 30, Oct. 1-2 Pacific Regional Trust 
Conference 
Los Angeles 
4-7 A.B. A. Convention 
Los Angeles, Cal. 


Oct. 
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International Securities Trust 
OF AMERICA 


A MASSACHUSETTS TRUST 


First among American Investment Trusts 


Resources over $18,000,000 


Send for 
“Five Years of Growth and Progress” 


The International Securities Trust of America has recently 
completed its fifth year of successful operation (1921-1926). 
In order to visualize the many phases of its daily investment 
activity this pioneer American investment trust offers to its 
thousands of shareholders, as well as to the general public, 
this attractively illustrated booklet featuring the most strik- 
ing factors in its growth and progress. 


Ask for Booklet 5-ABA-23 


American Founders Trust 


A MASSACHUSETTS TRUST 


FISCAL AGENT 


First National Bldg. 
Boston 


50 Pine Street 
New York 


GENERAL MOTORS 
ACCEPTANCE CORPORATION 


Executive Offices: 


250 West 57th Street, New York City 


HE obligations of this ins.itution are selected as appro- 

priate and sound mediums for short term investment by a 
large banking clientele. They may be obtained in convenient 
denominations and suitable maturities. 


DIRECTORS 


Alfred H. Swayne 


Chairman — Vice President, 
Motors Corporation. 


Curtis C. Cooper 


President 


Albert L. Deane 
Vice President 


Pierre S. duPont 
Chairman, General Motors Corporation 
and E. I. duPont de Nemours & Co. 
Lammot duPont 


Finance Committee, General Motors 
Corporation. 


General 


O. H. P. LaFarge 
General Motors Corporation 
Seward Prosser 
Chairman, Bankers Trust Company, 
New York 
John J. Raskob 
Chairman, Finance Committee, General 
Motors Corporation 
Alfred P. Sloan, Jr. 
President, General Motors Corporation 
John J. Schumann, Jr. 
Vice President 
Donald M. Spaidal 
Vice President 


Buying Up the World’s Gold Mines 


WORLD monopoly in the output of 

gold as a means of preventing changes 
in the level of prices due to the abundance 
or scarcity of gold is the interesting pro- 
posal. made before the Banking and Cur- 
rency Committee of the House of Represen- 
tatives at the last session of Congress by 
Robert A. Lehfeldt, Professor of Economics 
at the University of Witwatersrand, in Jo- 
hannesburg, South Africa. For less than a 
billion dollars, an international commission 
could buy up the gold-mining industry of 
the world, he estimated. Thus, by an out- 
lay.of less than $60,000,000 a year, it would 


be possible to prevent changes in the world 
standard of values. 

By regulating the production of gold, it 
would be entirely practicable, he told the 
Congressional committee, to avoid the long- 
term movement of prices that are recog- 
nized as beyond the control of banking 
policy because they were due to the decline 
or rise in the value of gold itself. 

Dr. Lehfeldt comes from the Rand sec- 
tion of South Africa, which has eclipsed 
the California fields or the Klondike as the 
center of the world’s gold production. He 
has made an intimate study of gold and its 


use as the world standard of values, and 
maintains that buying up the gold-mining 
industry through international action would 
be a simple and practicable way to stop the 
great swings in the purchasing power of 
gold that have given the United States 
“sixty-cent dollars” and other souvenirs of 
the memorable period of inflation and de- 
flation. 


669 THINK that everybody is agreed that 

the policy set by banks in controlling 
the rate of discount, and in open-market 
operations, has a considerable effect in con- 
trolling and mitigating the ordinary changes 
of the trade cycle—changes which occur in 
three or four or, perhaps, seven or eight 
years,” he said. “Besides the short-period 
fluctuations due to the trade cycle—fluctua- 
tions in the price level which usually amount 
to perhaps 5 or 10 per cent—there are 
changes due to the abundance or scarcity of 
gold. 

“So long as the world uses gold as the 
basis of its money, the value of the money 
must ultimately depend upon the cost of 
producing gold, consequently we get 
changes in the value of money—changes 
which are slow-acting but cumulative, and, 
in the long run, more extensive than those 
which are produced by the trade cycle. 
About 1873 to 1896 there was a more or 
less steady decline in prices, followed by a 
steady rise in prices which lasted up to the 
opening of the war. Those changes were 
due to the fact that, in the earlier period, 
the amount of gold produced from the mines 
was not sufficient to supply the increase in 
demand, whilst during the second of these 
two periods, owing to the fertility of the 
mines, the output of gold was too great and 
consequently forced up the level of prices. 


nad vee short period can be dealt with by 
banking policy; but the banking policy 
will break down in the long run if the other 


phenomena are not attended to. If the 
amount of gold in the world increases con- 
tinuously more than the world needs, then 
the world will not be able to keep stable 
the level of prices. A bank-discount policy 
alone is incapable of controlling the situation 
in the long run unless there is also some 
control over either the amount or the use 
of gold. The policy of control of the dis- 
count rate, while perfectly right in itself, 
needs supplementing in the long run by a 
policy of control over the gold metal itself. 


66 HE gold-mining industry is not a 

very large one. One-half of the gold 
supply comes from the mines of Witwaters- 
rand, Johannesburg, and the surroundings. 
The market valuations of all the mines in 
the Witwatersrand is only about 350 or 400 
million dollars. So that if this sum were 
doubled and a margin allowed, it means that 
less than a billion dollars would serve as 
capital for the whole gold-mining industry 
of the world. I suggest, therefore, that it 
should be possible for the nations to form 
some sort of commission whose business it 
would be to buy up the gold-mining in- 
dustry. 

“Tf, for instance, the League of Nations. 
should call a conference, and the United 
States agreed to join it, I see no reason 
why an agreement could not be arrived at.” 
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